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PREFACE 


This report, on wool warehouses in the 36 central and eastern States, 
covers part of a broad study of wool warehouses throughout the major wool- 
producing areas of the United States, conducted under cooperative agreements 
between the Agricultural Marketing Service, United States Department of 
Agriculture, and State Agricultural Experiment Stations in Texas and 
New Mexico. 





Operators of wool warehouses cooperated in making information available 
for this study. L. D. Howell, Agricultural Marketing Service, planned and 
supervised the overall study and contributed to the preparation of this 
report. H. Milton Heins, formerly with the Agricultural Marketing Service, 
contributed to early plans for the study. 





WOOL WAREHOUSES AND THEIR OPERATION 
IN CENTRAL AND EASTERN STATES 


by R. L. Holland, L. P. Gabbard, and A. D. Jones 
agricultural economists 
Marketing Economics Research Division 
Agricultural Marketing Service 1/ 


SUMMARY AND CONCLUSIONS 








Greatly increased competition from well prepared imported wool and from 
manmade fibers confronts domestic wool. Improvements in the adequacy and 
fe ficiency of the market services for this wool appear to be a promising 
means of strengthening its competitive position. Assembling wool in mer- 
chantable quantities, preparing it for marketing, and related services of 
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: The main purposes of this report are to show the nature and extent of 
eet vices of warehouse operators, the facilities and equipment used, and 
methods of operation. This information is needed as a basis for more de- 
tailed engineering and cost studies to improve the adequacy and efficiency 


of the operations of wool warehouses. 





. 

f Wool warehouses included in the study were mostly in midwestern States. 
Five of these States had 21 of the 14 warehouses surveyed in 36 central and 
eastern States; 19 of the States had no wool warehouses large enough for 
melusion in this study. Wool produced in the 19 States was shipped to 
eehouses in other States or direct to central markets. 


b Types of warehouse operation and tenures of operators varied considerably. 
‘Four of the warehouses were operated by handlers, 11 by handler-dealers, 
‘and 29 by dealers. All but 7 of the operators reported 10 years or more of 
experience in their present warehouses. Less than half of the warehouses 


were bonded or licensed under State law. Only seven were licensed under 


I Structure, age, and condition of the buildings varied considerably. 
Nearly half of the warehouses had more than 1 floor. However, there is a 
jefinite trend away from these multistoried structures. Most of the ware- 
houses had concrete main floors, masonry walls, and composition roofs. All 
but 9 of the 44 warehouses were more than 20 years old; however, only 1 was 
msidered to be in poor condition. 


Th Mr. Holland and Mr. Gabbard were cooperatively employed by Agricultural 
Marketing Service and Texas Agricultural Experiment Station during the time 
this study was made. 


Shoah C3 


Means of property protection and insurance rates varied widely. Means 
of fire protection included chemical fire extingishers, automatic sprinklers, 
firehoses in the building, and water barrels. Forty-three of the dy warehouses 
were within corporate limits and all were in communities with either paid or 
volunteer fire departments. Insurance rates ranged from 14 cents to $2.84 
per $100 valuation on buildings and from 8 cents to $1.80 on contents. 


Usable storage capacity of individual warehouses ranged from 8,000 to 
4,800,000 cubic feet and averaged 601,000 cubic feet. Nearly 86 percent of 
this capacity was devoted to wool and 76 percent of the operators' gross re- 
ceipts were from wool. Volumes of wool handled per warehouse ranged from 
200,000 to 10,000,000 pounds and averaged 2,049,000 pounds. However’, because 
of seasonality of shearing, most of the storage space was utilized for wool 


for only a few months of the year. 


The volume of wool handled by the 44 warehouse operators included in this 
study was about 88, 165,000 pounds of grease wool, nearly 9.5 million pounds 
more than was produced in the area. Some warehouses received wool direct 
from growers in the 11 western States and Texas, outside the area studied. 
Handler-type operators accounted for about 6 percent of all wool handled, 
dealers for }3 percent, and handler-dealers for 51 percent. 


Facilities and equipment of some warehouses leave much to be desired. 
Information is needed on the conditions under which it would be economically 
feasible to acquire and use new and improved equipment, especially since the 
trade is placing additional stress upon better preparation of wool. 


Various services were offered by operators of wool warehouses to attract 
customers and to facilitate marketing. Some of the more popular services 
were: Grading at shearing pen, transporting wool to the warehouse, sampling 
for buyer inspection, grading at warehouse, core testing, sorting, scouring, 
and baling. Additional services included preshearing advances, issuance of 
negotiable receipts, assistance in improving flocks, and handling shearing 
supplies. 


Charges for these services, other than handling and grading at the ware- 
house, were fairly uniform. Charges for grading ranged from 1.5 to 2.5 cents 
per grease pound, and for handling from 0.6 to 5.5 cents. 


Consigned wool accounted for 29 percent of all wool that passed through 
central and eastern warehouses; wool purchased on warehouse accounts, most 
of it bought before delivery, accounted for 67 percent. The remaining } per- 
cent included wool brought to the warehouses for commission storage and some 
bought on order. 


Private treaty sales accounted for nearly 96 percent of all wool sold at 
central and eastern warehouses. The remaining } percent was sold on sealed 
bids. Processors purchased 88 percent, and dealers and brokers 12 percent, 
of all wool sold at these 44 warehouses. 
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| The principal outlets for wool handled by central and eastern warehouse 
operators were the Boston and other New England areas, and the southeastern 
States. About 82 percent of this wool was shipped to Boston and other New 
England areas, 15 percent to southeastern States, and 3 percent to other areas, 
principally the Midwest. Railroads carried 66 percent and trucks 34 percent 
of all wool shipped from central and eastern warehouses. 


A basic problem of operators of wool warehouses is to obtain adequate 
volumes of wool for efficient handling. This problem is particularly acute 
in the central and eastern States, an area characterized by large numbers of 
small producers. Sources and availability of potential supplies, and trans- 
portation facilities and costs are important considerations. Other problems 
include obtaining and maintaining suitable facilities and equipment for rend- 
ering the essential warehouse and related services efficiently, securing 
adequate information on the quality and commercial value of the wool handled, 
maintaining suitable contacts with market outlets,at reasonable costs, for 

| disposing of the qualities of wool handled, and securing adequate protection 
from losses by fire and other hazards. 


j 
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INTRODUCTION 


American wool faces greatly increased competition from well-prepared im- 
ported wools, produced under lower cost conditions, and from manmade fibers. 
Increased supplies, improvements in the quality or suitability, and increased 
availability of competing products at attractive prices are among the factors 
‘that adversely affect the competitive position of domestic wool. Also, the 
relative importance of sheep and lamb for slaughter has increased, shifting 
the emphasis in sheep raising from production of fine wool breeds to the "meat 
type" or crossbreeds and reducing the quality or uniformity of the wool pro- 
duced. Increases in costs of labor and expansion in the use of high-speed 
/automatic manufacturing machinery, which requires uniform fibers for most 
efficient operations, have further weakened the competitive position of our 
“wool. Domestic mill consumption of wool decreased from 65 percent of the 
consumption of manmade fibers in 1947 to about 20 percent in 1958. 2/ 

Improvements in the marketing services appear to be a promising means of 
strengthening the competitive position of our wool. Most of the wool produced 
|in central and eastern States comes from farms where fewer than 100 sheep and 
'lambs are shorn, and this complicates the problems of preparing and marketing 
(wool. Assembling wool in merchantable quantities, preparing it adequately for 
|marketing, and related services at warehouses constitute an important segment 
i the marketing problem. 


is This study was made to supply a basis for improving the adequacy and 
efficiency of warehouse operations and related services for wool. Information 
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le 27 Roseburrough, E. A., and Hermie, A. M. Wool Statistics and Related Data 
| Through 1957. Agr. Mktg. Serv., U. S. Dept. Agr. Stat. Bul. No. 250, 1959. 
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from warehouse operators was assembled and analyzed to show the nature and | 
extent of the handling, preparing, and other services relating to wool at 
warehouses of various types, the facilities and equipment used, the charges 
or costs involved, and operating practices and problems. This information is 
intended to serve as a background for more detailed engineering and cost | 
studies to show more specifically the means by which the adequacy and effi- 
ciency of operations of wool warehouses may be improved. 
The central and eastern States, as used in this study, include 36 States | 
(fig. 1). None of the 11 western States or Texas is included. This area i 
accounted for 78,667,000 pounds of shorn wool in 1956, or about one-third of 
the Nation's production. Production by States in the area ranged from 12,000 
pounds in Rhode Island to 9,803,000 pounds in South Dakota. Nineteen, or more | 
than half, of the States in this area had no wool warehouses with services to 
growers and with total volume exceeding 200,000 pounds in 1956; many of these 
are southern States. 


PROCEDURE 


The cooperation of warehouse operators, dealers, and processors was ob- 
tained in determining the kinds of information which would be of the greatest 
usefulness, and in designing the schedule for the study. Information was oh- ~ 
tained on the sources and quantity of the wool assembled; the nature and extent 
of the handling, preparation, and othe services performed; the personnel, fa- 
cilities, and practices used; and the charges or costs involved. 









During 1957, all known wool warehouses in the central and eastern States 
that provided direct service to growers and had volumes above 200,000 pounds 
in 1956 were visited. Warehouses operated by mills, wool pulleries, and con- 
centration points for bona fide warehouses were not included. Also omitted 
from this publication are data obtained from the three western South Dakota 
warehouse operators who handled mainly western wools. 


For purposes of analysis and presentation of data, the warehouse operators | 
were classified into three general groups--handlers, dealers, and handler- | 
dealers. Arbitrarily, all warehouse operators who handled 95 percent or more 
of their wool on a consignment basis were classified as handlers, those han- 
dling 95 percent or more on the warehouse account (purchased by warehouse 
operators) were classified as dealers, and those handling their wool in such ‘| 
a manner that less than 95 percent was on consignment and less than 95 percent | 
was on the warehouse account were classified as handler-dealers. Some ware- 
house operators handled part of their volume on neither a consignment nor a 
warehouse account basis. Such wools were classified as "other," and, where 
they exceeded 5 percent of the operator's total volume, the operator was clas-— 
sified as a handler-dealer. 


Wool belonging to the Commodity Credit Corporation (CCC) was not included 
in this study, as it does not follow the normal marketing procedure. 


| 
| 
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GENERAL CHARACTERISTICS 


The number and distribution of wool warehouses varied considerably in 
the States under consideration. There was also a wide variation in type of 
ownership and operations, in tenure and operator's time devoted to warehouse 
operations, and in the licensing and bonding of warehouses. 


Location and Operation 


Wool warehouses included in this study are concentrated in the Midwest 
(fig. 1). However, mill-operated warehouses in several of the eastern States 
were not included. Much of the wool produced in the southern States, which 
have few warehouses, is warehoused in Kansas City and eastern warehouses. 


The 44 warehouses studied consisted of 29 of the dealer type, 11 of the 
handler-dealer type, and 4} of the handler type (table 1). Cooperatives are 
important among the nondealer warehouses. Thirteen of the 15 handler and 
handler-dealer warehouses were cooperatives, but only 1 of the 29 dealer 
warehouses was operated as a cooperative. Four of the dealer warehouses were 
owned by individuals, le by partnerships, and 12 by corporations. 


Two warehouse operators who were mainly handlers were classified as 
handler-dealers in this study because they handled more than 5 percent of 
their total volume in 1956 on a basis other than consignment. This "other" 
wool was not handled on the warehouse account, but was made up of wool for 
commission storage and some wool bought on order which merely passed through 
the warehouse for loading purposes. 


Tenure and Service of Operators | 


The average tenure of the warehouse operators interviewed was nearly 23 
years, with a range from 2 to 40 years. The average tenure of the handler 
operators was 27 years, of the dealer-type operators 24 years, and of the 
handler-dealers, 17 years. Many warehouse operators said they had worked in 
other warehouses or segments of the wool industry before their tenure in the 
warehouses reported in this study. Thirty-three of the 40 reporting warehouse 
operators interviewed, or 83 percent, had more than 10 years' experience in 
their present warehouses (table 1). Only four operators reported less than 
5 years' experience. 











All operators of handler-dealer warehouses devoted all of their time to 
the warehouse operation, as did most of the operators of dealer warehouses. 
Two handlers and four dealers reported that they devoted less than half of 
their time to the warehouse operation, and two dealers between 50 and 90 per- 
cent of their time (table 1). The average proportion of their time devoted 
to warehouses by the 43 reporting operators was 87 percent. In many instances, 
the remainder of their time was spent transacting other business from their 
warehouse offices. 
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Table 1.--Type, ownership, and operation of 44 wool warehouses in central and 
eastern States, 1957 


: Type of operator 





Item . ° ° ty 
* Handler * Dealer BLS SCE oka AP 
: : : dealer : 
: Number Number Number Number 


Type of ownership: 


kateb igi polehd 12 eee eee Se ere eo eesiss 2 0 4 ) 4 

Cooperative...... iat rgd Pesce eee peer: 4 1 9 14 

SMI EMIT UG eiame als so 6.6 615 #1 < 6 tc4 60 00 6 ose 3 O 12 a 13 

RMR Ee GS AG Ea heln interes |< sie S16 seis s.cic 4.6 se civic ¢ 0 Le ae 1 
a: 


(31 Ue ie eg eoeoeeeveee oeceoeeoerees eee eeeee 3 in 29 1 nn 


Tenure of operator: 





Less than 5 years..... Cert wee ; 1 2 1 4 
De LURVEALB vss so eee eee RAO ois oie 06 O 0 3 3 
orem COAT O: VEATG.. ce sed «sc sis 6. 5.0 0 « nae 3 oh 6 33 


PIG 5 ok soe OSS BSG eee iy 26 2) 10 10 


Operator's time devoted to warehouse 
operations: 





Pec Heo an 0) PerCentes tvs ss ett cece eee : 2 4 0 6 
ABE CCE G pic's ovis or «5 kc ss oro 'v0 se 0 H 0 2 O 2 
MePemcUNTE GOSPEL CCUG. scccc ss sss cc ecep es 2 22 i a Sis} 
hs . hae Pt Dime ile 3 
Warehouse bonded.....esseceeee RS RS AIS bars 4 ype 17 
Licensed tmder State laws..........-----, 2/ 2 Fae oy 18 
Licensed under Federal laws.....ecessoee i 2 2 3 7 


1/ Three not reporting. 
2/ One not reporting. 


Licensing and Bonding 


Some States require operators to be licensed by State agencies, others 
do not. Eighteen,or 4] percent, of all the warehouses studied had State 
warehousing licenses (one handler and one handler-dealer did not report). In 
addition, about 4O percent of all the warehouse operators in the area were 
bonded; however, a much higher percentage of handler and handler-dealer oper- 
ators were bonded than of dealer operators (table 1). ‘Thirteen of these oper- 
rators were both licensed under State laws and bonded. 
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When the Commodity Credit Corporation was purchasing and storing wool, 
many of the warehouse operators obtained Federal warehousing licenses. Since 
enactment of the Wool Act of 1954 and the subsequent cessation of buying and 
storing of wools by the CCC, many of the warehouse operators have dropped the 
Federal licenses. In 1957, only 7 of the 4) warehouses were still licensed 
by the Federal Government. Two were handler warehouses, two dealers, and 
three handler-dealers (table 1). 


CONSTRUCTION, PROPERTY PROTECTION, AND INSURANCE 


Wool warehouses vary considerably in kinds of materials used in their 
construction, in age and condition, and in fire protection. To some extent 
these variables affect insurance rates on buildings and contents. 


Construction and Condition 


Twenty-three of the 44 warehouses had more than 1 floor. Some of these 
multistoried warehouses consisted of only the main floor and a basement, while 
others varied from two to six floors above the ground. Eighteen of the 2 
multistoried warehouses, or 75 percent, used only wood in the flooring above 
the ground level. However, there is a definite trend away from these multi- 
storied structures, as indicated by an average age of these warehouses of 49 
years, compared to about 24 years for the single-story structures. Excepting 
one 3-year-old warehouse, which had a basement, the ages of multistoried 
structures ranged from 30 to 100 years, only 4 being of less than average age. 


Concrete was the construction material most widely used in the ground or 
main floors of the warehouses, masonry led for walls, and composition roofing 
or tar and gravel for roofs (table 2). Most warehouses were constructed wholl 
or partly of these materials. Wood was used less extensively, but was found 
in flooring of a considerable number of buildings. 


The tendency in the newer warehouses and in additions to older ones is 
to construct only single-story structures, with masonry walls and composition 
roofs. It should be borne in mind, however, that many warehouses are being 
used for wool that were probably constructed for a different commodity or 
purpose. It was quite evident in going through the warehouses that many had 
been remodeled or additions had been built. For this reason, many warehouses 
were built of a variety or combination of materials. 


Each of the }4 warehouses was subjectively classified for condition 
(table 2). Generally, the warehouses were maintained in fair to good conditio 
only one being considered poor. Though some were quite old and outmoded, the 
were usually repaired as needed. However, many were unattractive, congested, 
and in need of improved ventilation and lighting. 


Condition of the warehouses showed some relationship to age, though not 
to any great extent. The average age of the warehouses classified as being 
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Table 2.--Structure, age, and condition of 44 wool warehouses in the central 
and eastern States, 1957 


: Eyperor operator 


Item “ : :Handler- : 








: Handler : Dealer ere ALL 
: Number Number Number Number 
Materials in ground floor: : 
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Roof: 
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1/ One concrete and brick combination. 
2/ One not reporting. 
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good condition was 30 years, and of warehouses classified as being in fair con-— 
dition, 46 years. However, the next to the oldest warehouse in the study, 90 
YRars Ol0., was classified as in good condition and the one warehouse classified — 
as "poor" was only 35 years old, slightly less than the average age. 


Property Protection and Insurance Rates 


The location of warehouses with respect to other structures has a direct 
influence on insurance rates on both the building and its contents. Previous 
fire records also play a large role in the determination of rates. Other fac- 
tors include type of building construction, nearness and type of fire depart- 
ment (whether volunteer or paid), amount and type of contents other than wool 
in the warehouse, and type of equipment for fire protection in the warehouse. 


Chemical fire extinguishers were found in more than 75 percent of all 
warehouses (table 3). Fourteen warehouses had automatic sprinklers. Seven 
were equipped with water barrels and pails; however, six of these were equipped ~ 
also with chemical extinguishers. Warehouses in larger towns and cities had 
the additional protection of paid fire departments, and all warehouses were 
serviced by either paid or volunteer fire departments. Only one of the dy 
warehouses studied was outside the corporate limits of a community. 


Few warehouses were large enough or had reason to employ daytime watch- 
men, but almost 40 percent of them employed night watchmen (table 3). Half 
of all handlers, 28 percent of all dealers, and 64 percent of all handler- 
dealers employed night watchmen. Other types of building protection included 
the services of commercial protection agencies, community-employed watchmen, 
and, at one warehouse, employees living on the premises. Two operators had 
large firehoses installed in their buildings and one had a burglar alarm. 


The insurance policies of most warehouses were of the reporting type, 
under which the operator reported an inventory of his wool on hand to the in- 
surance company at designated periods. These reports were made usually at the 
end of each month, but in some cases at the end of each week or 2-week period. 
The amount of the insurance premium was determined by multiplying the assessed 
rate for the warehouse by the average value of the periodic inventory. Some 
warehouse operators used general coverage policies instead of the reporting 
type, but this usage was limited. The insurance policies usually covered fire, 
extended coverage, vandalism and miscellaneous mischief, and, in some ane era 
sprinkler leakage. 

The rates reported in this study are those quoted to the warehouse opera- | 
tors by the insurance companies and may not reflect the true rate for a par- | 
ticular warehouse because of special reduced-rate policies issued to cover two 
or more warehouses under the same management. No attempt was made to analyze 
these rates in specific terms, as the insurance rate data per warehouse may be 
distorted to some extent by the special policies mentioned above and by lack 
of homogeneous coverage. Another possible source of error in comparing rates 
between warehouses occurs when warehouses are combined with other structures 
under a single insurance policy. 
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Table 3.--Location, property protection, and insurance rates for 44 wool ware- 
houses in the central and eastern States, 1957 
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1/7 One paid-and-volunteer combination. 


2/ Rates per $100 valuation. 
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Only 17 of the 44 warehouse operators reported their rates on building 
insurance and 21 on contents insurance (table 3). This low response can be 
attributed to three main causes: (1) Several of the warehouses were operated 
by a single organization and the insurance was handled in a special policy 
through a central office, (2) some operators leased or rented their buildings 
and the owners took care of the insurance, and (3) some operators had knowledge 
of only the premium costs and not their insurance rates. Also, one of the op- 
erators carried no insurance on either the warehouse or its contents. 


Wide variations existed between insurance rates reported by warehouses 
(table 3). The lowest rate per $100 valuation on contents was $0.083 and the 





highest was $1.803; the lowest on buildings was $0.140, and the highest $2.839. 


| 


On the average, handlers had lower insurance rates on both buildings and con- 
tents than did either the dealer or handler-dealer groups. The average rate 
paid by all warehouse operators per $100 valuation was $0.71 on buildings and 
$0.60 on contents. 


There was a significant relationship between sprinkler systems and in- 
surance rates. The insurance rates for warehouses with automatic sprinklers 
averaged $0.36 for buildings and $0.35 for contents. Many operators with 
sprinkler systems also took out sprinkler leakage insurance, the rate for 
which was included in the rates for building and contents, making the differ- 
ence even more significant. The corresponding averages for warehouses not 
equipped with automatic sprinklers were $1.02 for buildings and $0.82 for 
contents. 














The rates at which central and eastern warehouses were assessed for in- 
surance evidently depended also to a large extent upon the individual firm 
issuing the policy. No relationship was found between type of on-premise pro- 
tection, except sprinkler systems, or age of warehouse and insurance rates. 
Condition of warehouse showed some relationship to rates on contents but not 
to rates on buildings. The average insurance rates on buildings in only fair 
condition were about one-third lower than on those in good condition. ‘The area) 
or district had little effect on rates. The warehouses with the highest and 
lowest rates on contents were located in the same State only 45 miles apart. 
The warehouses with the lowest, second highest and highest rates on both build-| 
ings and contents were all within about a 300-mtile area. 








WAREHOUSE CAPACITY, VOLUME OF WOOL HANDLED, AND NUMBER OF EMPLOYEES 


Capacity, proportion utilized, and kind and number of employees influenced 
considerably the efficiency of warehouse operations. These factors are, in | 
turn, influenced to a considerable extent by type of operation and location of | 
warehouse relative to supplies of wool and centers of concentration and 
consumption. 
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Capacity and Its Utilization 


The usable storage capacity of the 42 reporting warehouses was slightly 
over 25 million cubic feet, with an average of 601,100 cubic feet per ware- 
house. A very wide difference in average capacity existed between handler- 
dealers and the two other types of operators. The average capacity for 
handler-dealer warehouses was 1,306,000 cubic feet, for handler warehouses 
405,000,and dealer warehouses 345,000. The relatively high average capacity 
of handler-dealers' warehouses can be attributed primarily to five operators, 
all in large cities, whose warehouses had wide operating areas. 


Because of the seasonality of shearing, and hence warehousing operations, 
most of this space is utilized for only a short period, usually about three 
to four months. During the remainder of the year, depending upon the market, 
many warehouses contain little or no wool, though during their peak seasons 
some warehouse operators have found it necessary to rent additional space. 


The size of warehouses varied by areas and the type of services performed. 
The smallest warehouse studied had a capacity of only 8,000 cubic feet and the 
largest 4.8 million (table 4). The 10 warehouses having over 750,000 cubic 
feet were primarily the multistoried warehouses in the larger cities of the 
Midwest and in Boston. All 10 of these larger warehouses graded much of their 
wool in 1956, 9 of them grading at least 75 percent. Grading normally neces- 
sitates additional space. Thirty-five of the 42 warehouse operators reporting 
capacities graded at least 75 percent of their total volume. The average ca- 
pacity of these warehouses was 659,671 cubic feet, compared to 308,242 for 
those operators who graded from zero to 75 percent of their volume. 


Of the storage space used during the year, handlers devoted slightly over 
96 percent to wool, handler-dealers 95 percent, and dealers 70 percent. Of 

all available storage space used in 1956, 21,592,000 cubic feet, or nearly 86 
percent, was devoted to wool. From this 86 percent of warehouse space the 
operators derived only 76 percent of their gross receipts. The percentages 

of space devoted to wool and of gross receipts derived from wool were comparable 
except for the handler group. Handlers devoted 96 percent of their space to 
wool but received only 76 percent of their gross receipts from it. This dif- 
ference was due mainly to one operator who did a rather large business in eggs 
and poultry supplies which required only 10 percent of his warehouse space. 


Though there was a degree of association between warehouse capacity and 
volume handled, it was quite small. Undoubtedly most of the warehouses had 
sufficient space to handle adequately a greater volume of wool than was passing 
through them. This-is evident from the large volumes handled by some of the 
operators of relatively small warehouses. One operator with a warehouse ca- 
pacity of only 57,000 cubic feet handled about 3 million pounds of wool in 
1956, devoting only 70 percent of his space to it. Another operator with 
slightly over 1 million cubic feet of space, devoting 90 percent of it to 
wool, handled only 2.5 million pounds. 
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Table 4.--Capacity, volume handled, and number of employees of 44 wool warehouses in central and 
eastern States, 1956 
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1/ One not reporting. 
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Mohair was of minor importance to central and eastern warehouse operators, 
less than 100,000 pounds being handled altogether. This poundage was divided 
among eight operators, 45,000 pounds being the largest single volume. Nearly 
94 percent of all mohair warehoused in the central and eastern States was 
handled by Missouri operators. For these reasons, mohair is omitted from fur- 
ther discussion in this report. 


Thirty-two of the 44 warehouse operators said they handled commodities 
other than wool and mohair or performed services involving storage of such 
commodities. To supplement their income throughout the year and make more 
efficient use of their available space, many operators handled hides and furs 
in conjunction with their wool business. Shearing supplies, livestock salt 
‘and feed, poultry supplies, herbs, and walnuts were handled by some operators. 
The handling of commodities other than wool and mohair contributed an average 
of about 24 percent to operators' gross income. 


Volume of Wool Handled 


7 The hh warehouse operators interviewed handled 90,165,000 pounds of shorn 
grease wool in 1956. Handler-dealers accounted for 51 percent of this pound- 
age, followed by the dealers, with 43 percent, and handlers, about 6 percent. 


The relatively low percentage warehoused by handlers can be attributed 
in part to the classification as handler-dealers of two operators who were 
mainly handlers. These are the two operators mentioned previously who handled 
more than 5 percent of their volume on neither the warehouse account nor on 
consignment but on an "other" basis. This caused slightly over 15 million 
pounds of wool to be removed from the handler column and entered as handler- 
dealer volumes. 


| Over one-third of the warehouse operators interviewed handled 2 million 
pounds or more in 1956 and over 55 percent handled 1 million pounds or more. 
All eight operators who handled less than 500,000 were dealers (table 4). 
at should be remembered that this study was limited to operators handling at 
‘least 200,000 pounds. 

2 


3 The volume of wool handled in 1956 averaged 2,049,000 pounds for all 
‘types of operators, 4,202,000 for handler-dealers, 1,344,000 for dealers, and 
1,241,000 pounds for handlers. The largest volume handled by any one operator 
‘was approximately 10 million pounds by a handler-dealer (table }). 

oY 
\ Dealer operators utilized their total usable space more fully than any 
other type of operator, handling 3.72 pounds of wool per cubic foot of ware- 
house. The handlers averaged 3.63 pounds, and the handler-dealers 3.2c. 
‘These figures are based upon the total usable warehouse space. When the fig- 
ures are based on the percent of total space devoted only to wool, the dealers 
handled 5.32 pounds per cubic foot, the handlers 3.79, and the handler-dealers 
3-39. The average pounds handled per cubic foot of warehouse space in all 


warehouses on this basis was 4.01. 
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Kind and Number of Employees 


Employees were classified as unskilled or skilled, the latter category 
including the warehouse managers, graders, bookkeepers, and scale-masters. 
Because of the seasonality of warehousing, the number of working days employed 
also was determined. Since it was impossible to determine the proportion of 
each employee's time devoted exclusively to wool, the data on total working 
days relate to the entire warehouse enterprise. 


The number of skilled employees varied from 1 to 28, the latter number 
being at a central office for an organization operating a group of warehouses. 
The average for all warehouses was slightly over 5 skilled employees. The 
number of unskilled employees varied from 1 to 55 and averaged 15. The 55 
unskilled employees were employed by the same operator who reported 28 skilled 
employees. Dealers averaged skilled employees and le unskilled employees 
per warehouse; handler-dealers, 6 skilled and 23 unskilled; and handlers, 16 
skilled and 42 unskilled. However, some of these employees were only tem- 
porary, and the man-days employed must be considered to obtain a true picture. 


The average warehouse operator used 1,505 man-days of skilled labor and | 
2,693 man-days of unskilled labor during 1956. The corresponding figures for 
handlers were 983 and 1,459, for dealers 1,058 and 2,434, and for handler- 
dealers 2,791 and 3,755. 


Operators of all warehouses handled an average of 1,316 pounds of wool 
for each day of skilled labor. The averages handled by the three types of 
operators were near this overall average, ranging from 1,263 pounds for handlers | 
to 1,506 for handler-dealers. This conformity was expected, since there is 
a rather direct relationship between the number of weighmasters, bookkeepers, 
and graders and the volume of wool handled. However, a relatively wide range 
existed in the average pounds of wool handled per day of unskilled labor, be- 
cause the amount of unskilled labor required depends more upon the number of 
services offered and the extent to which they are performed than upon volume 
alone. Handler-dealers reported an average of 1,119 pounds of wool handled 
per day of unskilled labor, handlers 850 pounds, and dealers only 495 pounds. 
The average for all operators was 747 pounds. 
































Combining the skilled and unskilled labor days, all operators handled, 
on the average, only 479 pounds of wool per 8-hour labor day. The correspond- 
ing averages for handlers, dealers, and handler-dealers were 508, 348, and 
642, respectively. It is evident that, on wool handled on a consignment basis 
in the central and eastern States, the warehouse operator's profit, if any, 
must be derived from fees for preparatory services. Labor costs alone, in 
many instances, more than offset the revenue from the straight handling charge, 
which does not include fees for preparatory services. The handling of com- 
modities other than wool by many warehouse operators appears not only wise but 
often necessary. 
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FACILITIES AND EQUIPMENT 


Various kinds and amounts of equipment are used at warehouses in handling, 


moving, weighing, preparing, displaying, packaging, and other operations re- 
lating to wool. The availability and use of suitable equipment may affect 


materially the adequacy and efficiency of warehouse services. The information 


on equipment is presented in connection with the operations involved. 


Loading and Unloading 


Thirty-six of the 44 warehouses studied were located on rail sidings 


! (table 5). The eight remaining warehouses were within a quarter mile of rail 


sidings which the operators could use. A rail siding adjacent to a warehouse 
eliminates much of the cost of handling wool between the warehouse and the 
cars. 


In the past, wool generally was handled manually with handtrucks, but by 


1957, eleven operators had equipment in addition to handtrucks to facilitate 
_ loading and unloading. Belt conveyors, used by eight operators, were the most 
prevalent type of such equipment. These conveyors, which can be adapted to 
either electric or gasoline motors, are quite versatile; they can be obtained 


in a variety of lengths, are mounted on wheels and easily moved, and can be 
raised and lowered. Therefore, they are being used for stacking bags, piling 


_unbagged fleeces, as elevators between floors, and for moving wool in connec- 


tion with grading. However, some operators reported difficulties in operating 
their conveyors in small areas such as boxcars and closed vans. 


Forklifts, a near-necessity in handling baled wool, were used by three 


operators in loading and unloading, in conjunction with other equipment. One 
of these operators also used an electric hoist, one a conveyor, and one a 
"whip , tT 


Whips were used by two operators incluwiing the one mentioned above. A 
whip is a tackle operated by a set of ropes, used on the outside of the ware- 
house as a hoist. Such a device is normally limited to multistoried warehouses. 


Moving Wool Within the Warehouse 


All but 2 of the 44 operators used the conventional handtruck for moving 
wool within the warehouse. One operator used conveyors, and the other, a 
forklift. Two operators used either a conveyor or forklift in conjunction 
with handtrucks. Use of forklifts, however, was often limited to the main 
floor of the warehouse. The size and weight of these powered trucks neces- 
sitates a strong floor and practically eliminates them from usage on upper 
floors in the multistoried warehouses. They are a great convenience, however, 
especially when baled wool is involved. 
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Table 5.--Facilities and equipment of 44 wool warehouses in the central and eastern States, 1957 
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For moving wool between floors, 14 of the 24 multistoried. warehouses 
used only elevators, 5 used elevators and chutes, and 3 used elevators and 
whips. One operator used an electric hoist and another used only conveyors 
for this purpose. A common complaint of operators of multistoried warehouses 
concerned the expense of installing and operating elevators and the inefficient 
use of time caused by their limited capacity. Also, operators of warehouses 
using chutes reported that the wool bags often fall so fast that they damage 
the chutes and flooring. 


Stacking or Tiering 


At times when warehouse volumes are relatively small, some warehouse 
operators find it unnecessary to go to the additional expense of stacking or 
tiering, and merely stand the bags on end against a wall. This is most usu- 
ally true when the wool is to be stored for only a short period. Warehouse 
operators therefore are hesitant to invest much money in tiering equipment 
that is not versatile enough for use in other warehouse operations. Hence, 
eight operators used conveyors in stacking and tiering, two used forklifts, 
and two used both conveyors and forklifts. One operator used a modified whip 
for this purpose. Thirty-one of the 44 operators still relied entirely upon 
manual labor in stacking or tiering (table 5). 


Grading and Sorting 


| Very little change has come about in the equipment used for grading. 
“Forty-two operators reported that their warehouses were equipped with some 
‘sort of grading tables and 38 of these also had the conventional grading 

carts or "baskets." Only one conveyor system for grading was reported 

(table 5). One operator used chutes in conjunction with the grading table, 

and the graded fleeces dropped to the sacking frames on the floor below. 

Other equipment included special lights and also electric bag hoists to facili- 
tate removing wool from the bags at the grading tables. When a hoist is used, 
it is not necessary to rip the bag's seam. 


Sorting is not a customary service in central and eastern warehouses. 
‘In 1956, only three operators reported doing any sorting and in each case the 
traditional table and baskets were used. 





Weighing 


A wide variety of scales were used, but basically they were of three 
types, (1) balance, (2) dial, and (3) electric. The dial scale was the most 
popular, 22 of the 44+ operators using this type only (table 5). Thirteen 
operators used only the balance-type scale, and five only the electric scale. 
Two operators used all three types in their warehouses. All the electric 
scales and most dial and balance-type scales were stationary. 
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The electric and dial-type scales require less time to operate than does 
the balance-type scale. Another advantage of the electric scale is that it 
gives the warehouse operator a permanent weight record by automatically stamp- 
ing the weights on the tickets. 


Mending Bags 


In sacking wool and moving it to warehouses, some bags are unavoidably 
torn. Also, it is customary when showing bagged wool to prospective buyers 
to rip the entire seam of the sample bags. New bags cost from 73 cents to 
$1.25 each, depending upon size and weight; so all central and eastern ware- 
house operators tried to repair old bags when the damage was not too great. 


Twelve of the warehouses were equipped with heavy-duty electric sewing 
machines for repairing bags. In 29 warehouses, bags were repaired manually 
(table 5). ‘Three operators, all in large cities, sent their damaged bags to 
other agencies for repair. The charges made by these agencies were not 
reported. 


Repacking 


One of the few big changes in warehouse equipment in recent years has 
been in the method of repacking wool. Reports in 1957 indicated that conven- 
tional manual packing frames were being replaced in many warehouses by modern 
hydraulic packing machines and balers. Seventeen of the central and eastern 
warehouses had hydraulic packers and one had a baler (table 5). 


The trend toward more preparation of wools at the warehouse, the increased _ 
proportions of wool requiring rebagging, and the increased costs of labor have © 
definitely contributed to the change in packing equipment. More than 58 per- 
cent of all wool graded at warehouses in 1956 was accounted for by the 18 
warehouses with hydraulic packers or balers. Nearly 82 percent of all wool 
graded by handlers was graded at warehouses having mechanical packers; for 
dealers, the figure was 42 percent, and for handler-dealers over 68 percent. | 
Use of hydraulic packers permits reductions in packing time and in number of | 
men required, and also results in neat packages. Another great advantage 
often obtained with mechanical packers is a reduction in transportation costs, 
since such a device makes it possible to pack more wool into a given space 
and obtain lower transportation rates. 















Some balers used in the wool industry in 1957 were converted cotton balers. 
However, both the vertical and horizontal hydraulic packers were designed spe- | 
cifically to pack wool bags. The warehouse operators seemed to have no distinct) 
preference between vertical and horizontal hydraulic packers, as the two types 
were about equally divided among warehouses. Both types are portable, but the 
vertical packer usually requires one additional man to throw the fleeces up 
to the machine operator. Some warehouse operators have eliminated this work 
by using conveyors, one individual both loading the conveyor and preparing and | 
sewing the bags. One objection to the horizontal packer was that the bags 
tended to bind and tear when dirt built up on the slide. 
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Balers were relatively new items to central and eastern warehouse op- 
erators. The wool trade, by and large, has not encouraged their use. It was 


pointed out that high compression of baled wool made the wool more difficult 


to grade and sort properly and caused "wet tags" to soil or stain a large 


-amount of the wool in the bales. It was felt, however, that proper prepara- 


tion at the warehouse and shearing pen would do much to alleviate the wet tag 
problem. Baling facilitates rail and truck transportation, but reduced rates 
for loads of 40,000 and 60,000 pounds or more were not available until the 
date 1950's. 


Possibilities of further improvement in packing equipment may be indi- 
cated by the fact that an Iowa wool warehouse operator has recently developed 
a horizontal packer which can be operated efficiently by one individual in- 
stead of the two normally required. A few of these machines are being used 


in central and eastern warehouses. 


SERVICES AND CHARGES 


Warehouse operators, in addition to supplying storage, may offer a 
variety of services designed to improve the quality, preparation, handling, 
and marketing of wool, and thereby strengthen the competitive position of 
this fiber. These services may be grouped into those that directly assist 
the producer and those that relate more to the preparation and handling of 
wool. 


Assistance to Producers 


The services that some operators render which directly assist the pro- 
ducer include assistance in flock improvement programs, grading at the shear- 
ing pens, preshearing advances, furnishing transportation, issuance of 
megotiable receipts, and handling of shearing supplies. These services are 
of great convenience to the producer, and they strengthen the warehouse op- 
erator's competitive position. 


Flock Improvement 


Three warehouse operators assisted producers in both grading up their 
ewe flocks and helping in their ram selection. Two other operators assisted 
in gradi~~ -xp the ewe flock only, and one worked only with rams (table 6). 


The assistance rendered by these warehouse operators was of varied forms. 
One operator who assisted producers with both ram selection and grading up of 
the ewe flocks sold them rams and replacement ewes which he thought would best 
improve their clips. A second operator evaluated interested producers' clips 
and told them where they could purchase the type of rams they needed to im- 
prove their clips' weaker characteristics. Another brought good-quality 
breeding ewes into the area and sold them. This operator also met and advised 
monthly with the local county agent and wool growers. 
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Table 6.--Assistance rendered to producers and charges made by 44 warehouses 


in the central and eastern States, 1956 


Type of operator 


eas * Handler * Dealer *Handler- = ayy 
5 4 sedealLer 
Number Number Number Number 

Assistance to producers: 
Ram select Guar pageetdie te ee 2 es 0 2 2 4 
Grading supef locks) osm. 5 sioers wn « ofatetre Sic : 0 a s 5 
ADS Easter d ahaha cela cs otal e tea retetaher sPaseces setae O yy 5 9 

Preshearing advances: 

Lesatutiiars 25th cre. atte stalemate tree eee: 0 6 2 8 
BE SLOU. She. Pa he ee ee Xe 0 0 i 3% 
BOSTAG facets Soe LR ORLA AG, SO 0 0 1 il 
75% BUM O VET clale's elererete deta s ahelote seanetel oeareks 2 ie ai’, 5 
AV ata che ecldic © Cialspeelar ets Sieber cha eMratet ott 2 ff 1/ n 13 


Interest rate charged: 


None if2a2. 420% 
Less than 5%... 
5% GEEMONES satire ie 


Transportation to 


ooeoereoeerere eee ewe eee ee ee 


warehouse: 











Le OG SNe. Salarrs, Makoto eran es enc menenet tenetene: Areas O 2 iL 3 
106 cor mone Ja tara. PL paeee. eae. eee : O 1S) is 14 
DLE. cdatote Shei Aietane) chek ole) ehetetckenoperet. nena atens 1/ O 15 2 17 
Negotiable receipts issued. fer ens «as O O 2 a 
Wool bags available to producers 
AU WATCNOUBE ye sae ccs oc teats eres 4 yes: 9 32 
Proportion of new bags sold by 
warehouse : 
Le seman i25b acs <i otite thetereiete tn ee eee O eo 3 5 
D5 = 7 Ue tated. eae es ae Ee ee: A. 5 2 8 
TOORaNAnoVEr Hoasds ee el de ate 2 9 3 1h 
AUER 7 Male eter Silent) @tokelots Seen aaene anetel <pereee vers 3 3/ 16 8 oT 
Moth} controls used. aa avec ee 2 Line 10 21 





1/ One not reporting. 


2/ One operator 


made bags available only to his buyers. 


Si Two not reporting. 
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Two operators did individual fleece grading for their State university 
and for local breeders of purebred sheep. The charge for this service, be- 
cause of the very small poundage, was 1 cent a pound plus the regular grading 
charge. One of these operators also selected for the producers the fleeces 
for entry at their State wool show. Another operator gave fleece grading 
demonstrations at area wool schools. 


Aside from these rather direct services, two operators helped sponsor 
Bnearing schools in their respective areas and furnished the necessary supplies. 
Numerous warehouse operators published newsletters concerning wool prices and 
Sales, lamb prices and sales, pertinent legislative news, and like material. 
This service was performed primarily by the operators of cooperative warehouses. 
miso, a member Of one warehouse staff served as the superintendent of one of 
the nation's larger wool shows and four State wool shows. Only two of the 
operators who assisted producers in ram selection and grading up of flocks 
made a charge for their services. 


Flock improvement assistance to producers is of great value, and few 
individuals are in a better position than the warehouse operator to know the 
deficiencies of a grower's clip. Helping the producer to improve his wool 
results in a better price and draws favorable attention to the warehouse. 


Preshearing Advances 


Preshearing advances to producers were made by 13 operators. Eight ad- 
vanced money on less than 25 percent of their total volume, while only 3 made 
advances on 75 percent or more (table 6). Two handler operators made advances 
on 1,062,000 pounds, seven dealers on 3,368,700 pounds, and four handler- 
dealers on 5,963,000 pounds. In total, preshearing advances were made on 
10,393,700 pounds, or about 11 percent of all wool warehoused in the central 
and eastern States. 


Amounts advanced by operators on a fleece basis ranged from $1 to $2 per 
fleece. One operator advanced a flat 35 cents per pound, which would amount 
to about $3025 per fleece. Some operators varied the amount they advanced 
according to (1) the market value of the wool and (2) the quantity of wool 
the individual produced. 


Six of the 13 operators who made preshearing advances stated that they 
charged no interest on the money advanced. All six of these operators were 
dealers (table 6). Five of the other seven operators reported charging from 
5 to 6 percent. The one operator charging 6 percent reported that his cost 
of credit was 1/4 percent below that charged producers. To discourage growers 
from taking advances and then sending their wool to another warehouse, one 
operator applied a 5 percent charge on advances on wool sent to other ware- 
houses; otherwise, no interest was paid on the advance. Evidently, the advan- 
tage of borrowing from a warehouse depends upon the policy of the particular 
operator and that of the local credit agencies. 
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Other operators said they sometimes made advances to growers on consigned 
wool after its delivery to the warehouse. One operator also reported making 
advances up to about 50 percent of the value of the grower's "incentive pay- 
ment." The charges for these services were not reported. 


Transportation to Warehouse 


Fifteen dealers and two handler-dealers said they transported 10,470,000 
pounds of wool from the farm or ranch to the warehouse (table 6). This figure 
included some wool hauled to the warehouses by field representatives of the 
operators. All 15 dealers said they made no direct charge for this service, 
but reduced the price paid these growers enough to offset the cost of the 
transportation. One handler-dealer also made no separate charge, but said the 
hauling service was available only to growers near the warehouse. The other 
handler-dealer providing this service charged from 1 to 2 cents per pound, de- 
pending upon the size of the lot and the distance involved. The operating 
radius of the latter was less than 200 miles. 


Negotiable Receipts 


Two handler-dealers were the only operators issuing negotiable receipts 
(table 6). Practically all of the 3,259,000 pounds of wool for which receipts 
were issued was accounted for by one operator and represented all the wool he 
handled on consignment. The other handler-dealer issued negotiable receipts 
on only 1 percent of his total volume. Three additional operators said nego- 
tiable receipts were available upon request. Naturally, this type of assist- 
ance was not performed by dealers. 


Handling of Bags 


To further assist producers, 32 of the 44 reporting operators sold wool 
bags at the warehouse or made bags available through field representatives 
(table 6). Most of these bags were new. The operators said they handled 
only the 7-1/2-foot bags. The use of the 6-foot, or "Texas," bag is seemingly 
limited to Texas and the western States. 


The 12 operators not selling bags, either new or used, said most of their 
volume of wool was delivered at the warehouse "loose" (unbagged). They felt 
that this was often an advantage, as they could get a better look at the wool. 
Ten of these operators were dealers. 


Prices charged for wool bags often varied with their condition, number 
purchased, and weight of the materials used. The material most commonly used 
weighed 12 ounces per yard. The charges for a new 7-1/2-foot bag ranged from 
73 cents to $1.25 and for a used bag from 50 to 80 cents. The operator who 
charged 80 cents for used bags gave a 20-cent discount to dealers. Seventeen 
operators made no charge for bags if the producers consigned or sold wool to 
their warehouses. Another operator, who charged $1 each for new bags, re- 
turned 80 cents to the producer if the wool was consigned to him. 
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Moth Control 


Moth control was practiced by 21 of the 44 warehouse operators. The re- 
mainder indicated that moths were not a problem. The most prevalent compound 
| used was DDI and water. Other chemicals used were chlordane, lindane, and 
_ BHC. One operator reported using kerosene as a base instead of water. The 
_ various solutions were applied primarily with small hand-pressure pumps, but 
a few warehouses were equipped with rather large vaporizing machines. 


One operator said he sold only mothproof bags and so no further protec- 
tion was necessary. 


Preparation of Wool for Marketing 


Services considered under preparation include sampling, core testing, 
grading, sorting, scouring, and baling. Both the proportion of wool receiving 
these services and the charges made for them varied from area to area and from 
one operator to another within each area. 


Sampling 


The drawing of samples for prospective buyers' inspection is a form of 
assistance in selling wool regardless of whether it is owned by the producer 
or the warehouse. Frequently small hand-samples, in conjunction with the op- 
| erator's description of the lot and possibly a core-test report, area 
sufficient basis for sale even though the purchaser may never have seen the 
lot from which the sample was drawn. Transactions based on these samples and 
supplementary information are referred to in the wool trade as "buying on 
description" despite the fact that samples are supplied to indicate the quality 
of the wool. 


Seventeen warehouse operators used hand-samples to help sell their wool, 
whether on consignment or on warehouse account. The proportion of total volume 
sampled by these operators ranged from "negligible" to 60 percent, only 2 of 
the 17 operators drawing samples on more than 50 percent of their volume 
(table 7). The samples drawn by these operators represented 3,406,000 pounds 
of wool. Normally no charge is made, either to the producer or the purchaser, 
for this service. Though sampling is done in all sizes of warehouses, it has 
found special favor in those whose annual volume is not large enough to warrant 
numerous trips to the warehouse by prospective buyers. 


Core Testing 


The core-test system of determining yields of bagged wool was developed 
by the United States Government under the Wool Purchase Program. 3/ 


37 Johnson, A. and Davis, S. P., Core Sampling of U. S. Domestic Grease Wool 
for Shrinkage Determination. Wyo. Agr. Exp. Sta. Bul. 29e. 1949. 
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Table 7.--Preparatory and selling services, and charges made by 4) warehouse operators in the 
central and eastern States, 1956 


Item g e of operator 
: Handler : Dealer :Handler-dealer: All 
Number Number Number Number 
Wool sampled by warehouse: : 
Leseathan 25%¢ wen “hee anleto te eee orale 0 8 6 14 
DE HOD. as as wrais s myuspe marae creole eae ee ts e) 1 0 1 
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Rie eee eee ec rene ce tican uae i 1710 6 17 


Wool core tested: 
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BO (iGuide as ees pee eee Ra cabs eee 0 il 3 4 
THD aNd OVEN vee oc oe sienne here eshte tees al 0 3 4 
Mba Go oGO OOO GOUDOCOGRe Sagoo > commarolo ® 2 5 LL 18 
Grading at shearing pens......... nO O08 | O al O al 
Wool graded at warehouse: : 
Less than 50%..... He's aoa, olratere ee at 0 0 0 ) 
SOST IDA this He ates > Wise ats or aacle: sabalent ) 4 fe) 4 
T= 1LOObs «as darnielee seca Lind Wale srnees : in 22 pes 37 
SIN aretiatey sictersio eles stsietsicnerstelereisteters 200k 2 he al 
Charges for grading: : 
Less than 1.5 cents.cs.s sss os arena f- 0 0 0 0 
1.5 cents and over..... euelon ar eieiers shel ekeitens 2 0 il 5 
VitiEles cuca odo ate aed 6 sie ievele le letereroverene 1 O 9 10 
Rae ee Cee, eee I Lis. 
Wool Sorted. 4 6 Vrey ses ou muerte Acad ) 1 2 3 
Wool scoured: 
ilven alte) a) a oh etoretelele  slenetersl crekerenchonerttcntetonsenchohs O al. aL 2 
LO aOuG ere Sth ass 2 Stee ae er PR ca ate 1 0 0 i 
S5G ane OVET od sse << wptewiot « wule eae ate er 0 o) 2 2 
Wool baled: i 
HD tie a wretoiet: suecanere soa geS i ees ee aE fo) 0) @) fe) 
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INU og go dsooGoGouandGue 7 cooo Genoa O O 1 1 
Commission charged: 
INOME Ts ate! a's) o/ase!'e) clisieyeic1e)a0leei'elel ele) ol stslisl oloelets O 29 O 29 
P25 CenubSsOr VESSi< 1 « eisjels lee «sic a cisie ols 2 0) 0 2 
De eOmks To CONGUE sc © aie ais telals «nie wctete sats 0 CG 0 0 
1.75 cents and OVEL.ccccccccesccccves 1 O a: Z 
VE TVEsers <1 ceic icles « o's,4) 016s eleicisie’= elee.e olsiers al 10 dat. 


O 
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:1,000 pounds 1,000 pounds 1,000 pounds 1,000 pounds 
Quantities of wool: $ 


Graded at shearing pen.......cceeoee’ O 113 0 ays 
Gam lodan sense oneee eis comand one r e ania 540 1,225 1,641 3,406 
Graded at warehouse....... i udtoeierd Sass anes OOS 30,819 38,719 74, 500 
Core: testbeds. oslece ot ss Sige ak ee tte sO 3,340 22,586 29,025 
SOM GEC cratencisle tie oieleie oteis ole alelsistcrctel efercts a0 O 28 3,285 So ouls! 
Geoured ote cse. sess wee ees Sve eos oierer 62 250 4,624 4,936 
Baleds'cs/acs > es s.cumiee melee «tee: 0 1,625 0 1,625 
Total marketed through warehouses.....: 4,962 38,981 46,222 90,165 


= One not reporting. 27 Two not reporting. 37 Dealer operators made no direct charges. 
Ji ne operator had some Wool scoured through parent organization. 5/ Three operators had some 
e) 


ol scoured through parent organization. 
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Since the institution of that program on April 25, 1943, coring of bagged wool 


has become increasingly popular. In 1956, a total of 29,025,000 pounds, or 
about 33 percent of all wool sold at central and eastern warehouses, was core 


_ tested (table 7). This does not include the "other" wools, as they were not 
| sold at the warehouses. Eighteen of the 44 warehouse operators included in 
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this study used the core test on at least some of their wool. Handlers cored 
over 62 percent of the wool sold through their warehouses, dealers nearly 9 
percent, and handler-dealers 53 percent. 


The charges made by warehouses for core testing were usually the actual 
charges of the testing firm plus the cost of the warehouse labor involved. 
However, some operators made no charge for labor. When wool is sold on the 
basis of a core test, the normal procedure is for the buyer and seller each 
tO pay half the cost. 


Grading 


Grading of wool at the shearing pens was rarely practiced in the central 


/ and eastern States. In the strict sense, warehouse operators graded no wool 


in this manner in 1956. However, one operator graded some 413 ,000 pounds. of 
lamb# wool at a packing plant where the lambs were sheared (table 7). An 


| additional operator indicated that he had done some shearing-pen grading before 
/ 1956 but felt that an adequate job of grading could not be done at the shearing 
Mmeens. Also, most of the flocks in the central and eastern States are not of 

| sufficient size to warrant sending a warehouse operator or other trained per- 
sonnel to the shearing pens to grade. 


Grading of wool at the warehouses is becoming increasingly popular and 
necessary. This service facilitates the marketing of wool by supplying in- 


Mmcormation on quality to both the seller and the buyer. Grading is particularly 
/mecessary in the central and eastern States, an area where a variety of breeds 


are raised and crossbreeding is quite common. 


Forty-one, or 93 percent, of the warehouse operators graded some of their 


_ volume at the warehouses. These operators graded a total of 74,5000,000 pounds, 
or nearly 83 percent of all wool they warehoused. When only the wools handled 


on either a consignment basis or on the warehouse account are considered, the 


figure approaches 86 percent. This difference is due to the 3.5 million pounds 
| warehoused by two handler-dealers on a straight storage and order buying basis. 


Handlers graded 4,962,000 pounds, or all of their volume; dealers 30,819,000 
‘pounds, or 79 percent; and handler-dealers 38,719,000, or nearly 84 percent. 
Thirty-seven of the 41 operators grading at warehouses graded Lo percent, or 
more of their total volume. The remaining four operators were dealers and 
‘graded over 50 percent of their total volume (table 7). 

Occasionally some operators grade part of their volume at the local con- 
centration points, which are "warehouses" of a fashion, before moving the wool 
to the central warehouse. If the graded line (loteptewools ofveuspeciiied 
description) is large enough, the wool may be sold and shipped directs prom the 
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concentration point. One operator reported grading at six such points. 
However, it is not a common practice to grade at concentration points, as 
usually a better and more economical grading operation can be carried on at 
the central warehouse where the larger volumes are handled. 


Practically all of the warehouse operators who did any grading made sep- 
arate lines for all the major grades, such as 3/8 Blood, Staple, with one or 
two additional lines of off-sorts. Some operators, primarily those in areas 
of highly variable clips, found it necessary to make sub-lines according to 
shrinkage within the major grades. One operator reported making 60 separate 
graded lines. Usually, however, no more than three sub-lineés were madespe: 
major grade, and frequently only two. Another factor definitely affecting the 
prevalence of shrinkage sub-lines was the extent of the warehouse's operating 
area. Normally, the larger the operating area, the greater the variations in 
the wool handled. 


Grading charges varied among warehouses, and in 10 instances charges made 
by individual operators varied. The schedule of charges by an individual 
varied inversely with lot size. In’ addition, four operators varied rates spy 
the area from which the wool came ("fleece wool" or "territory wool") in con- 
junction with lot size, the higher charge being assessed against the fleece 
wool. 


Twenty-seven operators, 26 of them dealers, made no direct charge for 
grading, as this service was rendered for themselves. One handler-dealer also | 
made no direct charge for this operation, as he, like the dealers, graded only 
wool which was on the warehouse account. Three operators charged a flat rate 
for grading, ranging from 1.55 cents to 2-1/4 cents per pound. Grading charges 
were not available for one warehouse (table fae 


Ten operators had posted rate schedules by lot weights upon which grading 
charges were based. Two operators charged 2-1/2 cents per pound for lots under 
2,000 pounds and 1-1/2 cents for lots 2,000 pounds and over. Four operators 
charged 2-1/4 cents for lots under 5,000 pounds and 1-1/2 cents for lOtee > cow 
pounds and over. Four operators charged 2 cents for lots under 5,000 pounds 
when the wool was territory or range wool, and 2-1/4 cents when it was fleece 
wool. No distinction based on origin was made on lots over 5,000 pounds, and 
all four operators charged the same rate, 1-1/2 cents. No more than two di- 
visions by lot weight were made by any operator. Grading charges were not 
available for an additional warehouse at which a total of 547,000 pounds were 
graded. 

















Sorting 


Three warehouse operators, one dealer and two handler-dealers, sorted a 
total of 3,313,000 pounds in 1956 (table 7). ‘The dealer sorted 28,000 pounds 
and the two handler-dealers 3,285,000 pounds. Actually, the operation per- 
formed by the dealer was more of a "skirt" (trimming the edges off the fleece) 
than a sort. All the wool sorted in 1956 was on the warehouse account and no 
charges were specified. 








oe 
Scouring and Blending 


Five warehouse operators had part of their wool scoured, usually the 
shorter wools and off-sorts. In addition, four operators said they sent part 
of their wool, for scouring, to their joint sales agency, which was one of the 
five operators referred to above. One handler had 62,000 pounds scoured, one 
dealer 250,000 pounds, and three handler-dealers 4,624,000 pounds, making a 
total of 4,936,000 pounds. One of these handler-dealers handled 2,000 ,000 
pounds of pulled wool, all of which was scoured. This is the only volume in- 
cluded in this study which was not shorn grease wool. Three of these operators 
had less than 25 percent of their volume scoured, and the highest percentage 
scoured was 33 percent for a handler-dealer (table 7). The operators said all 
4,936,000 pounds scoured was scoured prior to sale. 


All scouring was done on commission. Though none of these operators re- 
ported scouring charges, the rates normally vary from 2-3/4 cents to 3-3/4 
cents a grease pound, depending upon who does the scouring and the yield of 
the lot. The customary procedure is for a scouring plant to have two charges, 
one for lots yielding over 50 percent and one for lots yielding 50 percent or 
less. There is usually a 1/4-cent spread between the two charges, with the 
higher charge applicable to the higher yielding lots. 


| All wool scoured by two operators was blended before scouring. The total 
volume of this wool was 4,475,000 pounds, including the 2,000,000 pownds of 
pulled wool mentioned previously. 


Baling 


Only one warehouse baled wool in 1956. However, two additional warehouse 
operators installed balers in 1957 and three others were considering installa- 
tion of balers. The one operator who was baling in 1956 baled 1,625,000 pounds, 
all of it graded wool. ‘There was no charge for baling, as the wool was on the 
warehouse account. 


Preparation of Wool on the Warehouse Account vs. 
Preparation on Consignment 


Scouring of wool was practically the only service offered in which the 
warehouse operators made a distinction between wool handled on the warehouse 
account and that handled on consignment. Normally, only wool handled on the 
warehouse account was scoured. As stated previously, generally only short 
wools and off-sorts were scoured. When wool was consigned, some growers hes- 
itated to have it mingled with other wool so that a lot sufficiently large 
to scour could be obtained. 


One handler-dealer graded no consignment wool, but graded more than 80 
percent of the wool handled on the warehouse account. No other operator made 
any distinctions between consignment and other wool, either in grading or 


rebagging. 
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Sorting was done at only three warehouses. One of these operators handled 
wool only on the warehouse account and another on only a consignment and 
"other" basis. The one handler-dealer who warehoused both consigned and pur- 
chased wool did some sorting of wool handled on the warehouse account. 


Commissions Charged 


Commission or handling charges, like grading charges, varied among ware- 
houses and within warehouses (table 7). Twenty-eight dealers handled no wool 
on commission in 1956 and the remaining dealer handled only 75,000 pounds on 
a consignment basis. The latter applied no commission charge against this 
wool, though he did charge the grower storage. Of the 15 remaining operators, 
hk had flat commission rates, ranging from 0.6 cent to 3.7 cents per pound. 

The operator charging 0.6 cent reconsigned his entire volume to a larger ware- 
house. This constitutes one of the three known duplications of volumes in 
this study, and it amounted to less than 1 percent of the total volume handled 
by all operators. The total known duplication amounted to 2,376,000 pounds, 
less than 3 percent of the volume of all 44 warehouses. 


Eleven operators had multiple commission rates, depending on lot size and 
type of wool. Four operators charged higher rates for fleece than for terri- 
tory wool. The four are the same who also charged more for grading fleece wool 
than territory wool. For 9 of these 11 operators, commission charges varied 
with lot size, and in all cases the dividing point was at 5,000 pounds. ‘Two 
operators had three rates each, and in both cases the dividing points were 
2,000 and 5,000 pounds. There was no per-pound rate advantage in marketing 
lots greater than 5,000 pounds in any of the central and eastern warehouses. 


Eight operators charged 4.5 cents per pound for all consigned lots of 
fleece wools weighing 5,000 pounds or more, and 5.5 cents for lots weighing 
less than 5,000 pounds. One operator using the same dividing point charged 1.1 
cents and 1.6 cents, respectively. Four of the eight operators making higher 
charges handled some territory wools and the corresponding rates were 1 cent 
less than for fleece wool, or 3.5 and 4.5 cents. The two operators making 
three divisions by lot size charged 4.75 cents for lots weighing less than 
2,000 pounds and 3.75 cents for lots weighing from 2,000 to 5,000 pounds. For 
lots weighing 5,000 pounds or more, one operator charged 2.25 cents and the 
other charged 2.75 cents. 


Part of the variation in commission charges between warehouses can be 
attributed to separate charges by some warehouse operators for insurance and 
storage of consigned wool, while others allowed for these services in arriving 
at their commission charges. Data on separate charges to the growers for in- 
surance on consigned wool were not available, but the one operator with the 
relatively low commission charges of 1.1 and 1.6 cents did make additional 
storage charges on all wool consigned to him. One operator reported his com- 
mission charge allowed for these two services and, in addition, for interest 
on post-shearing advances. 


==07 
Storage and Charges 


Eight of the 16 operators handling consigned wool made storage charges 
against this wool in addition to their regular handling charges. Seven of 
these operators were handler-dealers and one was the dealer who handled 3 per- 
cent of his total volume on a consignment basis. Four operators made a flat 
| charge of 60 cents per 100 grease pounds for territory wool and 72 cents for 
fleece wool. Another operator charged 10 cents per month per 100 pounds for 
territory wool, and 13-1/2 cents for fleece wool. This operator reported that 
by placing the higher charge against the often higher yielding fleece wool, 
he received about the same amount of income per bag on the two kinds of wools. 
For accounting purposes, it is more convenient to compute storage charges on 
@ per pound basis than per bag. 











Storage charges reported by other operators were 25 cents per bag per 
month by one operator, and 25 cents per bag for the complete term of storage 
by another operator. The remaining operator reported that his storage charge 
varied with the weight of the lot and the length of time it was held in the 
warehouse. 


OPERATING AREAS AND PRACTICES 


Operating practices of wool warehouses are influenced by the area served 
and the type of sellers serviced by each warehouse, as well as the type and 
volume of wool handled and the type of buyer purchasing wool at the warehouse. 
information was assembled to show the warehouse operators' areas of operation, 
method of assembling the wool handled, proportion of their total volume which 
was obtained from individual producers, and such operating practices as the 
consigning and purchasing of wool, warehouse methods of purchase, and storage 
after sale. 


Operating Areas and the Source and Concentration of Volume 


Various methods are used by operators in obtaining wool, but only the 
more common ones are discussed here. 


Operating Areas and Methods of Collection 





The area comprising the central and eastern States is characterized by 
large numbers of small wool producers, widely distributed. All warehouse op- 
‘erators assembled wool from areas greater than 50 miles from the warehouses 
land nearly 50 percent of them assembled wool from areas 300 or more miles away 
(table 8)’; The extreme range for all operators was from 75 to 3,400 miles. 
‘The average radius for handlers was 238 miles, for dealers 396 miles, and for 
handler-dealers 1,002 miles. The high average reported for handler-dealers 
‘is primarily due to receipts by two Boston firms of wool direct from growers 
‘in the western States. Removing these two firms from the analysis yields an 
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Table 8.--Source and method of handling wool by 44 warehouses in the central 
and eastern States, 1956 


: Type of operator 


Item 'nandler Peeler (landter=saa 
: : : dealer : 


: Number Number Number Number 
Distance wool moves to warehouse: 1/ H 
Lessuthany  5Oemid.e Ss. $.c svsicpaleiere oiekene es 2 6) O 
HO m2O00rmi 1 GS cveletals sisie a leheie biete atoielaie triatelen: 2 3 
800-649 nth ep crs sit wore tistaeeyele ties Se rae 2 8 4 14 
650-999, Miles ses sistetscisie cretere aeietet eae eee tee: 0 1. 
1s, OOOsm Les  andsove%sistsrc.s sisisteisteats sienna: O 3 


Alc) stexsive ovsvenete s eecoeoeeeveeeeeeeeeeee eve es in 29 a ran 


Proportion obtained from producers: : 
Less than SODs ware. dd aera. eeeee sieves .olevels 


ATV sceves oeeoee0eee Ce ee ee 2 2 iL ne 


Handled on warehouse account: : 
Léssethanc2 5s mds dsis smarts ogahs Base? 2 
D5 Oh storks syelboigtert ¢ aes dthes« aketetesloneretste at 0 
BO mF UD stare xstatn ducts 2 vate diahee abdlaveraere waste af: 0 

O 


15% ANG O VET sci ctelatess or eteveloved cueborsvobotetevelave.cee 


2 
WNL al wowed alee 0, etakeyeheteter atelel eels eeooeveeeee ee : 2 2 in 


Handled on consignment: 3 
Less, than 25% scriaws os et eteens Poet 0 
Oo OD torwete'y sce tinstege cos lige eget ease e tasks 0 
BO STUD wets sceteulephs clecceeucaeetetemtreee eee 0 
(5 ANG OVEN sin Sabo. staietccovbndl susie Geteel Matise. ait! 4 


PL lie ofaieie oleic a chess <jcuecete ls sleie ie tis bustslsr sie eks A af ak 16 


Purchased upon delivery: 3/ : 
Lege sthane OS bat sais uta cee eee mS 0 
DOOD aieite’ die, ote <inca shots occ ths a'g ateretenelete : ©) 
SO =(40. cis «alas soo sethoiat tee ae. Heads: 0 
RATIO VE Ta. ‘aerate iethoens ake HORE ee 2 


1 
AL Viste ive et ee fat etal co shale cteisicielators ale olefal'e uf a my, 2 8 31 


Buyers usually leave wool at warehouse:: 
Lin Lay iayctite stalls elele\s) stdtcteRe Marra hertietet if 5 
15 23.0 UGS YB ose's sais avelel osele stele atelatarelelanetcietenel! = 7 3 L2 
O a 
0 





OverwsO . days sre .cMreto) oteletejclitalensisatete chee tie « 


AL Devs dn sdsctelsoatibetadia te ducleromatere cient oases) ae 5 ecm ene yyu: Stain 


See footnotes at end of table. --Continued 








- 37 - 


Table 8.--Source and method of handling wool by 44 warehouses in the central 
and eastern States, 1956 --Continued 


: Type of operator 


Item $ : : Handler: 
, Handler : Dealer ey Sa ta ade All 
: Number Number Number Number 
Scoured prior to sale: 
1l- eeoeceveeverer eee ee eeoevevevee eeoeeeveeeee eee : O le iL 2 
IN § cuca ae aS AA nA eceee#ee eee ik O O aL 
25% and over...... TO. REE i 0 0 2 2 
All eee32#e#e? e eeee5usee7ee#e#e# eee3neeee#ee?# @eee ee 5 AL iL 3 5 
: 1,000 1,000 1,000 1,000 
: pounds pounds pounds pounds 


Quantity obtained: : 
mMrom individual producers........seees >: 4,962 235655 940,174 68,791 


Ae ee etree fs oeeee tes oe ore eles ou's to's e's OFFI 526m 048 oes 
1 cca tiara ge a rae a tetas We eels G27 836,961 s SPAMIIEOO 51165 


Quantity handled: 





On consignment........ Ri ae et, Lear et C03 To ee el woe 26, 360 
On warehouse account: : 
Purchased on delivery 3/.....-+++- Meee THD 11,986 2,387 14,532 
Purchased later..... A ar yeh aA ar 0 26 , 920° 29165853 eS 
ALE eet + eee ean I Aes e559 38,906 21,240 60, 305 
ue O 0 


JG ee ictt od ie's ss e's 06 'ele eae Sear en a's 6 afetee's ee 3 5500 
UES ePEtae tet oe sc ole'e o% ose w ect bee ee eset 45902 38, 981 ae oe 90,165 


1/ Radius of complete operating area in 1956. 
2/ One operator not reporting. 
ey Pertains only to wool handled on the warehouse account. 
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Eight operators not reporting. 
2) Question not applicable at one warehouse and three not reporting. 
6/ Question not applicable at one warehouse. 


average of 514 miles for handler-dealers, which is more typical of the ware- 
houses in this area. Actually, only five operators obtained wool from 
distances greater than 1,000 miles (table 6, p. 26). 


The distance between the wool producer and the warehouse is definitely a 
limiting factor in the methods employed by an operator in obtaining wool. 
When the first step in a marketing system involves distances like those pre- 
sented here, personal contacts between the warehouse operator and the producer, 
before delivery of the wool, are often unavoidably limited. Also, because of 
the small size of many clips in the eastern and central States, the personal 
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contact method is often not economically feasible even when the clips are 
relatively close to the warehouse. However, many operators handle shearing 
supplies and sell them to the growers at the warehouses. 


Because of long distances between warehouse and producer and the size of 
clips, many operators have "field men" who, for a commission, concentrate or 
purchase wool for them. The local assembly point operator or buyer may or may 
not be a wool producer, but he visits and solicits producers im the area. One 
warehouse operator reported using 88 different points to assemble wool for 
shipment to the warehouse. Other operators reported 25, 50, 60, and 85 as- 
sembly points. This type of operation is particularly prevalent among dealer- 
type operators. Three operators reported having agreements with shearers to 
purchase wool for them at the time of shearing. One of these operators said 
he had 140 shearers who purchased wool for him. Normally the field representa- 
tives also deliver the wool to the warehouse. 


The warehouse operator normally pays a commission of about 3 cents a 
grease pound to these local representatives. Of the seven operators reporting 
commissions paid to field representatives, six paid 3 cents a pound and one, 

1 cent a pound. This system practically eliminates handler-type operators, 
as this local representative's commission in many instances approaches the 
total handling commission charged the grower by the warehouse operator. A 
dealer operator, however,,.can lower his offering price sufficiently to allow 
for a profit to both his field representatives and himself. 


Numerous methods are available for moving the wool from the farm or ranch 
to the warehouse. However, the producer usually pays, either directly or in- 
directly, for this service. Frequently a producer hauls the wool himself or 
contracts for the hauling with a railroad or trucking firm. Twenty-one opera- 
tors, comprising 18 dealers and 3 handler-dealers, maintained their own 
facilities for hauling wool. However, only 15 dealers and 2 handler-dealers 
used the facilities in 1956. The dealers hauled 9,100,000 pounds and the 
handler-dealers 1,370,000 pounds from the field to the warehouse on their own 
equipment. These poundages are the equivalent of 23 percent and 3 percent, 
respectively, of their total volumes. The normal procedure of dealer operators 
is to deduct a transportation charge from their price before making the offer 
of purchase to the producer. Direct charges were made for this service by 
only one operator, and they approximated 1.5 cents per pound. One of the 
handler-dealers reported making no charge for this service, either direct or 
indirect. 


Proportion Obtained from Individual Producers 








The central and eastern warehouse operators obtained about 76 percent of 
their total volume, or 68,791,000 pounds, from individual producers, the re- 
mainder being obtained through "pools," small speculators, etc. (table 8). 

As one would expect, the handler type of operators received a larger percent- 
age of their total volume from individual producers than did the dealers or 
handler-dealers. The handlers received all their wool from producers, dealers 
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nearly 61 percent, and handler-dealers 87 percent. Because of the inclusion 
of the "other" wool in total volume, the proportion of wool obtained from 
individual producers by handler-dealers as reported may be misleading. With 
the “other" wool removed, the proportions received from producers were 94 per- 
cent for handler-dealers and 79 percent for all 44 operators. Thirty-five of 
the 43 reporting operators received 75 percent or more of their total volume 
from producers. The figures include wool obtained from producers by field 
representatives of the warehouse operators. 
| The fact that the central and eastern warehouse operators knew who actu- 
ally produced most of the wool they handled was extremely important. This 
afforded the grower an opportunity to discuss with the operator, or his field- 
men, the characteristics of his wool which needed improving as seen by the 
operator and possibly the buyer. Many growers lack the technical knowledge 
to evaluate their clip objectively, and often a slight shift of emphasis in 
the grower's breeding program can correct certain deficiencies if they are 
pointed out to him. Helping the producer to improve his clip is one method 
often used by the warehouse operator to encourage a producer to return with 
his wool each year. 





Operating Practices 


The amount or proportion of wool handled on consignment or on the ware- 
house account was a major factor in determining many operating practices of 
wool warehouses. However, the wool trade felt that a larger than normal pro- 
portion of the wool was handled on consignment in 1956, and consequently the 
figures presented here may not be typical of other years. 


Volume Handled on Consignment or Warehouse Account 


Of the 44 operators in this study, 16 handled some of their wool on a 

i consignment basis in 1956 (table 8). This consigned wool amounted to 26,360,000 
{ pounds, or over 30 percent of all wool sold at warehouses and 29 percent of 

all wool handled by warehouses. The } handlers accounted for 4,803,000 pounds; 
1 dealer, 75,000 pounds; and 11 handler-dealers, 21,482,000 pounds. The con- 
signment wool represented 97 percent, less than 1 percent, and 46 percent, 
respectively, of the total amount of wool handled by each type of operator. 
Dealers, by definition, handled no more than 5 percent of their volume on 4 

{ consignment basis. 


Forty operators said they purchased, or handled on the warehouse account, 
fa total of 60,305,000 pounds (table 8). This amounted to 67 perceht of all 

| wool handled by warehouses. Two handlers accounted for 159,000 pounds; 29 

| dealers, 38,906,000 pounds; and 9 handler-dealers, 21,240,000 pounds. These 

| figures represent 3 percent, nearly 100 percent, and 46 percent, respectively, 
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of the total amount of wool handled by each type of operator. 
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Two handler-dealers handled some wool that was neither consigned nor on 
the warehouse account. As stated previously, this wool was classified as 
"other" wool and amounted to 3,500,000 pounds, or about 4 percent of all wool 
handled by warehouses. Two and a half million pounds of this "other" wool 
was sold on order and 1 million pounds was straight commission storage of 
wool for a topmaker. 


Three warehouse operators reconsigned or sold their entire volume to 
another warehouse included in this study. As mentioned previously, this du- 
plication of volume amounted to only 2,376,000 pounds, less than 3 percent of 
the volume handled by all 44 warehouses. However, with the exception of volume 
handled, method of sale, and destination of the wool, the data have been ad- 
justed to compensate for this duplication. These three items were not adjusted, | 
as were the preparatory services, as it would make this study of warehouse 
operations incomplete. 





Method of Purchasing Wool on Warehouse Account 


All of the wool purchased on warehouse account, 60,305,000 pounds, was 
obtained by one of three methods, (1) purchase before delivery, (2) purchase 
upon delivery, or (3) purchase after consignment. 


Most of the wool purchased on the warehouse account was solicited and 
purchased in the field, or at least before its delivery to the warehouse. 
Purchase before delivery accounted for 45,469,000 pounds, or slightly over 75 
percent of the wool handled on the warehouse account. Dealers obtained 69 
percent and handler-dealers 87 percent of their purchased wool by this method. 


Purchases upon delivery accounted for 14,532,000 pounds, or 24 percent of 
the total. Undoubtedly, much of this wool was actively solicited at some ear- 
lier date, but it was not actually purchased until it was received. Included 
in this 24 percent were the small, often inferior lots of "door-trade" wools, 
with which practically all operators must contend. The warehouse operators 
in this study indicated that these lots, when accepted on consignment, are 
usually handled at a loss. In an effort to minimize this loss, many operators 
purchase them instead of accepting them on consignment. In some instances, 
losses are sustained even when these small lots are purchased. However, ware- 
house operators felt that these small losses were more than offset by the 
resulting good will. 


Some consigned wool was purchased at three warehouses in 1956, but these 
purchases amounted to only 304,000 pounds, or less than 1 percent of all wool 
handled on warehouse accounts. Two of these three operators assessed their 
regular commission charges,-which ranged from 3-1/2 cents to 5-1/2 cents, 
depending on lot size and origin of the wool, on all the consigned wool they 
purchased. The third operator deducted his regular commission charge from 
the price before making purchase offers to growers. 





No wool was purchased before delivery or after consignment by the four . 
handler operators. Of the 45,469,000 pounds purchased by all operators before | 
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delivery, 59 percent was purchased by dealers and the remainder by handler- 
dealers. Dealers accounted for over 82 percent of the wool purchased upon 
delivery to the warehouse, followed by handler-dealers with slightly over 16 
_ percent, and handlers with 1 percent. 


Storage After Sale 


| Some buyers left wool at the warehouse after it had been purchased. This 
practice may create problems for the warehouse operators. Storage of such 
_wool should not be confused with storage by growers, discussed previously. 

As explained earlier, some operators found it necessary to obtain additional 

| space during the season to handle the incoming wool, and the leaving of pur- 
_chased wool by buyers complicated the problem. Twenty-one of the 38 reporting 
| warehouse operators moved out most of the wool handled within 14 days after 

| its sale (table 8). Most of these operators said buyers took delivery as soon 
| as the wool could be loaded out. However, 12 said buyers left wool in the 
warehouse between 15 and 30 days after purchasing it. At five warehouses, the 
_wool was left an average of over 30 days, and 120 days was the highest average 
| number of days reported by any operator. 


Only four of these 38 reporting operators made charges for storage of 

i wool left in the warehouse by buyers. In many instances, agreements were made 
| between the operator and the buyer so that the buyer could leave his wool for 
a specified period at no charge. The four operators making storage charges 
to buyers charged them the same rate as for grower storage, but two allowed 
30 days before starting to assess charges. 


SALE OF WOOL 


The wool sold through or by warehouses in 1956 included the 60,305,000 

| pounds handled on warehouse account and 26,360,000 pounds handled on consign- 
ment, or a total of 86,665,000 pounds. The other 3,500,000 pounds of the total 
90,165,000 pounds passed through warehouses for purposes other than selling, 
and consequently is omitted from this section. 


Presentation or Offering of Wools 


Relatively few clips in the central and eastern States are large enough 
to interest a buyer when offered on a "graded individual clip" basis. Wool 
offered for sale on an individual clip basis in 1956 totaled only 7,230,000 
pounds, or slightly over 8 percent of all wool sold at warehouses. Handler- 
dealers offered 4,958,000 pounds on this basis, and dealers 2,272,000 pounds. 
| These amounts represent 12 percent and 6 percent, respectively, of the total 
| volume sold. No handler operator offered wool for sale on an individual clip 


basis (table 9). 
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Table 9.--Basis and method of sale and type of buyer for wool handled by 4 
warehouses in the central and eastern States, 1956 


: Type of operator 


Item : : : Handler- ;: 
: Handler . Dealer - dealer : All 


: Number Number Number Number 


Basis of sale: 
Individual clip: 

















Less+ than? 2obsgi..5 whan se ween? da: 0 2 \ 6 
D5 son tObsG iS ess she op eto @) 1: 1 2 
50560 FUG RIN ER Ce eens sam see 0 2 0 2 
[eb rands Overs of 60% ine sha Shale tieete 8 0 1 © + 
Allowvewt Suk <tc a's 0 e's aitsfete ote syate «laterece 0 6 5 li 
Original bag: 1/ : 
Lees than. 25 %ei4 «seis. «sys le oles » ina’ «.c 0 5 5 10 
PONUOEU Obes o.cce naive 00) oes srerettemeneicets ors 0 2 1 3 
BO GOr (tb seis alee ss ee wintete e's rhea O 2 o) 2 
($b BUG vOVeree hak sue. 5 ae Pe 1 3 @) \ 
Allis. ative qarwiale s + 60s few Spiel ee ee wie +i A 12 6 19 
Guides used in pricing wool: 
FUGEUPES [PYLCCS Fa « . 4 Sindbis oie tale stv sw 0)? 2 20 10 32 
Boston SpOu, QuOtetlone =... ecsaes sc seis 3 19 10 32 
Spot prices supplied by buyers......: 3 26 10 39 
Trade publications and newspapers...: \ 26 LY 41 
Method of sale: 
Sealed bid: : 
Lessqthan 25binsd-shweos. Poets o : 0 0 1: w 
25 EHO Thbene ver « cee OTR. oe Se ere, 0 @) 2 2 
T5biaud Over -v.vds,s one ee. Cr O O O O 
PL ro aretetetetitiee es oreinje le. oe i'e ie, oil ene ; O O 3 3 
Private treaty: 
Prior to shearing: : 
Messr Lian ooner. sete ae renee es t h aL 6 
25 toh. aun. s 4:3} ot stele soma Pisine Be? 0 1 1 2 
BO tOnp ines Cees ne tans oki fo Asrsiort ©) 0 1 1 
TORESNA. OVER: t.52 ag atts ales Bese was 0 0 ) 0 


Dir te ete eee es tt ghar 1 5 3 9 
After shearing: 





Description: 2 : 
Less¢than 25 henes aus sce wiles eis aes O 2 
25 to Obie eee oan r awe! 0 A 0 i 
SORGOR Ube cists tee eee Abe ak B 5 9 
TD ODIMO VGIe enw seers a etetetel oral aaiats : 2 ii ts 10 


PLT Nie shaie «alate cle kis eteleadteereuanaiees 2 3 19 s} 30 


See footnotes at end of table. Continued 
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Table 9.--Basis and method of sale and type of buyer for wool handled by 44 
warehouses in the central and eastern States, 1956--Continued 





; Type of operator 
ao ebeidier 7. Dealer 7S ontler— sara 
: : dealer :; 
: Number Number Number Number 
Core test: 2/ : ae ee a aaa 
Bess thar 25h. 8 AGRA ees il 4 o) 5 
POUL HOTA, , aS rhe 0 fo) 5 5 
Pe COe hs tue ae Le ae Rete @) ut 3 yy 
75% INTe OVE alee ohana ete iahers « arate. ¢ 2 O 3 5 
Re Le es AE ee eS ae ae cm: 3 D ih 19 
——_ 
Proportion of wool sold to: 
Dealer: : 
PSECU OO b's acs +0 + htt et GRABS : 1 y 5 10 
PM Ok a as cles oo b.c. cy sare set 0 4 fo) ) 
Bio) Ges ele A eh A a a 0 3 @) 3 
75% SNCMOVET tats ote lelsts ob. tte bots oben O 9 O 9 
EL MT SESene "soho ave.e era ates etre. of b% rei e'e: oth ; i] uf 20 5 26 
Manufacturer: : 
Meee Char >be cae Lee ae I s 0 2 0 2 
Seto OP. Me oe ee he OS Se 0 0) 0) ) 
DOM COM TOM Pets Le OS oft 0 elec alias 0 4 i 5 
We ERIE VET 4%. ore wl Os a toe wae 3 16 10 29 
PeUni Neo Mere ers © soe ahels, siete stersve'o'st.eic' alee s 3 22 aft 3 
1,000 1,000 1,000 1,000 
pounds pounds pounds pounds 


Wool marketed through warehouses: e/ : 
SGI AT eG 8, Re: eae ) 0 3,766 3,766 
Pm CeUUGRCy cee sc. as ses cer sess st 4,962 38,981 38,956 82,899 

PIC reVOMelcaTine ss. sce'ecscer sees: 109 768 Spyseal 4 5098 
RUG TMSDSALI MUA seeders ais sfeie saat 24443093 4 305,213 35,735 78.801 
ere ACT e/ tees ev eaneine cs 2) 35397455455 15,820 34,672 
BOFGmLCBUa OC / Wiles + Fins vlesporrives «62 $2029 3,308 22,886 29,293 
PAL? eSBs <a> sixdeh eee tase - seta 4,962 . 35,961 2522 665 





Wool sold to: 3/ : 
Meee tele sie x o:0 s svele ois: AP pe 5 9,363 985 10,353 


MBTHICGUUTELE «'e.cials cle cisiss oc oe eee eet 057. 295618 Tey eye 15,412 
Pid siete\ate stein ss is 00's 6 e «6 9's see eeeceeet COG2eII5O GOGOL. eeiee eit de, 

ay Refers here to wool on which no improvement has been made, i.e., still in 
its original bag. 2/ Core test sometimes part of description. 3/ Includes 


only wool handled on consignment or warehouse account. h/ One warehouse 
operator not reporting. 
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The 79,435,000 pounds of wool that did not sell on an individual clip 
basis consisted of clips sold as mixed lines or as pooled and graded lines. 
In several of the States, groups of producers pool their wool in lots of 
attractive size. Normally, when a grower's clip is graded, it is not sold 
separately but is placed in grading piles along with similar grades of other 
clips. A record is kept of the amount of wool each grower has in each grading 
line or pile, but it is not shown as an individual clip. Handlers graded all 
the wool they sold; dealers, 79 percent; and handler-dealers, 91 percent. 


Central and eastern warehouse operators offered as graded wool nearly 86 
percent of all wool sold through their warehouses. Undoubtedly, additional 
amounts were graded before manufacturing, but as far as the operators were 
concerned, the remaining 14 percent was sold on the "original bag" basis. It 
was impossible to determine how much of this wool was actually "original bag" 
in the more restricted trade sense. 


Proportion of Wool Displayed 


Prospective buyers seldom look at all the wool in a given lot except when 
very few bags are involved. Normally, the operators will "lay down" for dis- 
play sample bags chosen at random from the lot in question or, in warehouses 
at which grading is done, wool may be shown in other piles. Many operators said! 
they preferred to display their wool in piles, as this avoided the extra han- 
dling necessitated by displaying bags. When displaying bags, most of the 
operators usually laid down 5 to 10 percent of the bags as a sample, with no 
definite rule as to the exact number. Naturally, a buyer can ask to see as 
many bags as he feels necessary to evaluate the lot properly. The highest 
proportion normally displayed by any operator was 20 to 30 percent, shown by 
one dealer with barely enough volume to qualify for this study. 











Often, when the wool is not to be graded, every fifth or tenth bag is 
marked as the wool is delivered to the warehouse, and these bags are set aside 
as samples. This avoids tearing into the tiers to locate the sample bags when 
the lot is shown. 


Four operators sent sample bags to Boston warehouses to be shown. Three 
of these operators reported sending 3 to 5 percent of the lot as sample bags, 
and the other, 10 percent. Two operators reported that they sent entire lots 
to other warehouses for display. One sent entire lots to Boston, and an Iowa 
operator sent some lots to another warehouse in Iowa. The latter operator 
stated that some "exceptional" circumstances caused him to send wool to the 
other warehouse. 





Guides Used in Pricing Wools 


All warehouse operators, regardless of type of operation, must keep in- 
formed of the market value of wool. Dealers must arrive at the price they can 
pay for clips and handlers must be prepared to advise their consignors. Trade 
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publications and newspapers constituted the most popular direct source of 
market news. Forty-one of the 4 operators used these media. Spot prices 

|| supplied by buyers were the next most common direct source of market news, 3 

| of the operators using them. The least used of the common guides reported 

| were futures prices and Boston spot quotations, but undoubtedly much of the 

|}, information obtained from trade publications, newspapers, and buyers came 

| originally from reports on Boston spot quotations and on futures prices. 

These reports were used directly as price guides by 32 operators (table 9). 

| Other sources of information included contacts in Boston, private publications, 
| and sales offices maintained by larger wool organizations. 


The consensus of warehouse operators was that most of the price infor- 
mation was relatively old when they received it and that it was not sensitive 
enough to show immediately all changes in the market. Many reports on the 
wool market and on the more important sales are published weekly or once every 
two weeks. Sales are usually reported on a grease price basis with no indica- 
|| tion of the yield (or shrinkage) and frequently with no indication of the 
| grade or grades of wool involved. When buyers reveal to market news agencies 
| their clean-basis prices on lots purchased without the core test, the clean 
basis may be misleading. Buyers are often told to "get the clip" but they al- 
so have to work under certain “clean limits." Consequently, the buyer may 
purposely underestimate the shrinkage in order to arrive at a higher grease 
| price to the grower than is offered by competing buyers. Im this case, even 
{| clean price has little meaning. 


Two dealer operators stated that more information is needed on the prices 
| and movements of off-wools. While this is a good suggestion, the description 
| of off-wools is even more complicated than that of other wool, which at present 
}| is inadequately described. Another dealer operator indicated that more infor- 
)/ mation on foreign markets would be useful. 





The futures market quotations are the one source of price information 
ft generally available to the public daily. Though 32 of the 4k operators said 
| they also used the futures market as a price guide, they agreed that it was 
mectly a guide and not a basis for definite price determination. 


In summary, it seemed that warehouse operators as & group made some use 
I of nearly all available guides in their price determinations, but indicated 
| that the guides lacked sufficient detail and often were not immediately 





Method of Sale 


All central and eastern warehouse wool was sold by operators either on 
sealed bids or on some form of private treaty. No wool auctions were found 
| to be operating at the time of this study, though some have been tried in the 
|United States with varying degrees of success. 


Ls tes 
Sealed Bids 


Sealed-bid sales accounted for 3,766,000 pounds, or about 4 percent, of 
all wool sold at central and eastern warehouses. The sealed-bid method of 
sale was employed by only three operators, all of whom were handler-dealers 
in the Midwest. One of these operators sold less than 25 percent of his total 
volume by this method, and the other two between 25 and 75 percent (table 9). 


The reasons why operators used various methods of sale were not ascer- 
tained, but the success of the sealed-bid method used by the Government in 
selling CCC wool raises some question as to why this method was not used to 
@ greater extent. Hodde, h/ in his study of wool marketing problems, re- 
ported that 10 of the 12 topmakers and 8 of the 14 manufacturers interviewed 
were interested in buying wool at sealed-bid sales and auctions. One topmaker 
reportedly said he preferred private treaty sales because competitive bidding 
forces prices too high. In reference to auctions and sealed-bid sales, another 
topmaker stated, "We have to shoot the works if we want to buy it." From the 
growers' standpoint, it appears that sealed-bid sales would be beneficial if 
the market were active and the number and attitude of buyers were favorable. 


Private Treaty 


Private treaty accounted for the sale of 82,899,000 pounds, or nearly 
96 percent, of all wool sold at central and eastern warehouses in 1956 
(table 9). This method of sale accounts for all wool not sold on a sealed-bid 
basis and includes the wool sold on contract before shearing, on description, 
and on core tests. 


Before Shearing.--Selling wool on contract before shearing was a type of 
private treaty sale employed by nine operators (table 9). One handler sold | 
109,000 pounds, five dealers 768,000 pounds, and three handler-dealers 3,221,000: 
pounds, for a total of 4,098,000 pounds by this method. This total was nearly 
5 percent of all wool sold through central and eastern warehouses. The small 
poundage sold by handlers on contract before shearing is easily explained by 
the fact that no consigned wool was sold in this way. 


After Shearing.--Wool sold by private treaty after shearing amounted to 
78,801,000 pounds. This represents 91 percent of all wool sold and 95 percent 
of wool sold by private treaty. Thirty operators sold nearly 44 percent of 
the 78,801,000 pounds on description, the remainder being sold on buyer ap- 
praisal. The selling of wool on description involves a good knowledge of wool 
by the warehouse operator and confidence in this knowledge on the part of the 
buyer. Three handlers sold 3,397,000 pounds on description; 19 dealers, 
15,455,000 pounds; and 8 handler-dealers, 15,820,000 pounds, for a total of 
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| 34,672,000 pounds. Small hand-samples of the wool may or may not accompany 
_the description, and core testing is often done to determine the yields of 
lots sold by this method. One operator, who sold 50 percent of his volume on 
description, said many buyers came through his area of operation before shear- 
ing time and thus had a fair idea of the condition of the clips. 


All 19 central and eastern operators who cored wool at their warehouses 
yin 1956 sold some wool on the basis of the core-test results. The operators 

| reported that these results were used in the sale of over 99 percent of all 
wool tested. Handlers cored over 62 percent, dealers nearly 9 percent, and 
_handler-dealers 54 percent of all wool sold through their warehouses. The 
relatively small proportion of wool cored at dealer-type warehouses is signifi- 
cant, though not surprising in view of the nature of their operation. Dealers 
historically have relied upon their ability as traders and have a tendency to 
shy away from objective measurements. 


Type of Buyer 


Buyers of wool at central and eastern warehouses were broadly classified 
as either manufacturers or dealers. All processors were classified as manu- 
facturers, and the brokers and merchants were classified as dealers. 


Twenty-six of the 43 reporting operators sold some of their wool to 
dealers, as defined above (table 9). One of these operators was a handler, 
20 were dealers, and 5 were handler-dealers. Nine operators, all dealers, 
sold more than 75 percent of their volume to dealers. The 1] handler sold 
5,000 pounds to dealers; the 20 dealers, 9,363,000 pounds; and the 5 handler- 
dealers, 985,000 pounds. The 10,353,000 pounds sold to dealers by all opera- 
tors was 12 percent of all wool sold at central and eastern warehouses that 
year. Handlers accounted for less than 1 percent of this total, dealers 90 
percent, and handler-dealers nearly 10 percent. 


All but 7 dealers of the 43 reporting operators sold wool to manufacturers, 
as defined in this section. Sales to manufacturers totaled 75,412,000 pounds, 
or 88 percent of all wool sold at the warehouses. The 3 reporting handlers 
accounted for 5 percent; 22 dealers, 39 percent; and 11 handler-dealers, nearly 
56 percent of the wool sold to manufacturers. Twenty-nine of these 36 opera- 
tors sold no less than 75 percent of their volume to manufacturers (table 9). 


It is evident from this study that the predominant role generally thought 
to haye been played by the merchants and brokers in moving wool from the 
growers to the central markets has definitely changed. 

PRINCIPAL OUTLETS AND MODES OF TRANSPORTATION 
The principal outlets ror central and eastern wools in 1956 were (1) 


‘Boston and the New England area, and (2) the Southeast, primarily the Carolinas. 
The New England area received nearly 82 percent of the 90,165,000 pounds of 
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wool handled by central and eastern warehouses, and the Southeast 15 percent 
(table 10). The Midwest accounted for the remainder, except for 493,000 
pounds sent to Texas by two operators. 


Railroads and trucks were utilized by central and eastern operators in 
moving all wool from their warehouses to locations specified by the buyers. 
The railroads carried 66 percent of the wool and trucks the remaining 34 per- 
cent. All but 4 operators reported that railroads were used to haul some or 
all of their wool; 24 reported that rail alone was used, and 16 reported that 
both rail and trucks were used. Only six operators moved over 75 percent of 
their volume by truck. 


Boston and New England Area 


Railroads carried 67 percent of the 73,546,000 pounds of wool shipped to 
the Boston and New England area (table 10). Handlers, sending their entire 


volume to this one area, accounted for about 7 percent of the wool sent to the | 


area, dealers 37 percent, and handler-dealers 56 percent. Handlers sent 95 
percent of their volume to the Boston and New England area by rail and 5 per- 
cent by truck. Dealers sent 27,151,000 pounds to this area, 73 percent of it 
by rail and 27 percent by truck. The handler-dealers sent nearly 60 percent 
of their 41,433,000 pounds to this area by rail and the remainder by truck. 


There was no particular pattern to the method of transportation used, as large | 


differences existed within regions throughout the central and eastern States. 


Southeast Area 


The Southeast received 15 percent of all wool moved from central and 
eastern warehouses in 1956, most of the 13,659,000 pounds going to the 
Carolinas. Dealers sent 25 percent of their 1956 volume to this area and 
handler-dealers 8 percent. The dealers sent 56 percent of their 9,870,000 
pounds to the Southeast by rail. The handler-dealers used the railroads to 
haul 79 percent of their 3,789,000 pounds sent to the Southeast (table 10). 


Other Areas 


The other areas to which eastern and central warehouse wools were sent 
in 1956 were the Midwest and Texas. The Midwest was designated as the des- 
tination of 2,467,000 poumds. This represents nearly 3 percent of all wool 
moved from these warehouses. Seven dealers accounted for 1,467,000 pounds, 
or 59 percent, of all wool shipped to this area, and four handler-dealers 
shipped 1,000,000 pounds to the Midwest, all of it by truck. The high pro- 
portion of wool shipped to this area by truck may be attributed to the fact 
that 10 of these 11 operators' warehouses are in the Midwest. 


Texas was the only other area to which wool was sent from central and 
eastern warehouses. Two dealer-type operators, one in South Dakota and one 
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Table 10.--Outlets and method of transportation for wool handled by 44 ware- 
houses in the central and eastern States, 1956 


pe ere ees Type Of.cperator: ..5 5 eee 





Ttem Mierauticveee) Dealer © Uendtier— All 
: : : dealer : 
1,000 1,000 1,000 1,000 
: pounds pounds pounds pounds 
Quantities moved from : 
warehouse: : 
PYM ULMC Rain os 6 sve + cece Late eat 252 11,940 105550 30,742 
1° Sod ae a ee eee 4,710 27,041 27,672 59,423 
CGE aitie late G6 6s 6 bletd 6 a 5656 «0 : ioe 56-81 16,222 90,165 
Destination: : 
Boston and New England: : 
IBMEGETESIE GS ss x's 0,5 2 © « eerie 252 7,430 16,750 24 432 


ee aa ee ee 4,710 19,721 2h , 683 49,114 
Dari) 2 = ee aye aie: « ol ee 1,962 iad 51: 41,433 73,546 








Southeast: : 
ye (RS eae @) 4 5390 800 5,190 
ule A En eee ee 0 5,480 2,989 8,469 
EES aes es sts s.2 ye EC 
All other: : 
By truck....ccccsccccees SF 0 120 1,000 1,120 
LS A ee ee ee 0 1,840 0 1,840 
IEC R eis dios cic css ase = we are 0 1,960 1,000 2,960 
Number Number Number Number 
Proportions moved: 
By truck: 
TT ta esi sins mis.t a m2 O90 8 ac 2 16 6 ok 
Less than 257 pally aE: ih 5 3 9 
en ceases dos ° s eta pp ES Ai al @) 2 
SNS Sia 0 3 @) 3 
ee ANG (OVET Sins cence nen: 0 } 2 6 


hk 


Li dmaeASABR es CARIASIOLore oo al 


Le 


By rail: : 


IEEE EEN RAO SE POCCTE O 2 2 k 

CAO NAS 07 SAR fe) 1 ) at 

pera Ne c rasa + «sa. Seerere® 0 1 0) : 

BUatiee certs teeaens see: 0 ) 0 

75% and OVEr...ccceceseeee? y 21 9 34. 
Peete teres skate asst i 29 Te nn 


Un 


in Nebraska, upon buyers' instructions, sent 493,000 pounds of wool to Texas. 
Presumably this wool was sent for scouring only; it represents less than 1 
percent of all wool sold at central and eastern warehouses in 1956. Both of 
these operators moved their entire volume by rail, including shipments to the 
Boston and New England area, the Southeast, and the Midwest. 


No attempt was made to discuss the transportation rates from the ware- 
houses to the various areas designated by the buyers, because of the compli- 
cated and often changing rate structure. It is significant, however, that 36 
of the 44 operators' warehouses were located on rail sidings and that the 8 
remaining warehouses were all within a quarter mile of rail sidings which the 
operators could use. Also, most operators preferred moving wool by rail, as 
the boxcars could be loaded at their convenience whereas trucks usually re- 
quired immediate loading. Nevertheless, 34 percent of all wool moved by truck 
from central and eastern warehouses. 


MAJOR PROBLEMS AND MEANS OF IMPROVEMENT 








Statements of warehouse operators indicated that they were confronted 
with a large number of varying problems. The most common were (1) inadequate 
volumes for efficient handling, (2) lack of knowledge of the most suitable 
facilities and equipment, (3) lack of availability of suitable insurance at 
reasonable costs, (4) inability to determine the most effective merchandising 
methods, and (5) inadequate classification and market information services. 
The problems are discussed here and an attempt is made to outline at least 
partial solutions. 





Adequate Volume for Efficient Handling 


The primary concern of all warehouse operators is assembling sufficient 
volume with the least possible expense. This problem was complicated by an 
increase in the activity of mill representatives purchasing clips direct from | 
growers and by a reduction of available volume of shorn wool in the area. The | 
86,370,000 pounds produced in these 36 States in 1958 is up about 40 percent 
from 1949, but is still well below the annual production at the end of World 
War II. Also, the average clip in this area is less than 250 pounds. One 
warehouse operator reported 18,000 separate accounts in 1956 averaging 165 
pounds per account. The large number of farms with small flocks of sheep and 
the wide variations in the quality of the wool complicate the problem of as- 
sembling and handling wool at the warehouse. 





As indicated previously, many warehouse operators have offered other 
services, in addition to handling the wool, as a means of attracting wool 
handled by other operators or clips normally sold direct. Although these 
services may have increased costs, the benefits to growers and warehouse op- 
erators may have exceeded the costs involved. "Extra”™ charges for these 
services, without explanation, may tend to "scare away" uninformed growers 
who do not know the benefits derived from them. Consequently, an educational 
program for growers may be advisable to familiarize them with the services 


available and the benefits to be derived from them. 
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It has been demonstrated in some areas that a grower education program 
need not add to the warehouses' operating costs. The county agents (or farm 
| advisors) usually have much influence on the wool growers in the county and 
are eager to pass on to growers any information likely to be beneficial to 
them, without cost to the warehouse. Should the county agents, or advisors, 
not be familiar with wool or with the services offered by the warehouses, the 
operators should interest them in wool and inform them of the relative benefits 
-of and charges for warehouse services. The more agents and producers know 
_about sheep and wool, the more emphasis they are likely to put upon better pro- 
duction and marketing practices. 


Another method tried by warehouse operators to increase volume, at little 
or no extra cost to the warehouse, was to encourage smaller producers to or- 
_ganize modified "pools," all in a pool sending their wool to a particular 
warehouse. Such a pool might be developed through the efforts of the county 
agent or possibly a local growers' organization. By bringing together these 
small lots at one warehouse, the operator can economically offer additional 
services to the mutual benefit of producers and warehouse operators. 
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Suitable Facilities and Equipment 


The kinds of facilities and equipment that a warehouse operator can use 
efficiently depend upon the volume of wool handled, the services performed, 

| and the conditions under which they are performed. The more efficient equip- 

| ment, such as electric scales, hydraulic bag packers, and balers, is economical 
| only when relatively large volumes are involved or when a large amount of 

| grading or sorting is being done. The question when and under what conditions 
| the use of some of the more efficient, but higher priced, equipment becomes 

| economical for the operator is complex, however. 





7 Determination of the most efficient equipment for even such a simple op- 
“eration as weighing wool presents a problem. One would normally think that 
‘the more efficient but expensive electric scales, for example, would be used 
only in warehouses with relatively large volumes; but in 1956, the average 
volume of wool handled by warehouses using only electric scales was about 
400,000 pounds less than that of warehouses using only balance-type scales, 
-and slightly less than that of warehouses using only dial-type scales. Three 
of the five warehouses using electric scales handled 600,000 pounds of wool 
or less in 1956, compared with an average of 2,208,000 pounds for the 13 ware- 
houses using only balance-type scales. 















; The need for additional information on the economics of various facilities 
and pieces of equipment increases with the development of improved equipment 
and the growing demand for improved preparation of wool. Much of this pre- 
‘paration may be done more economically at warehouses in producing areas than 

in central markets where labor costs are higher and space is at a premium. 
However, warehouse operators will need more and improved facilities and equip- 
‘tent if they are to offer this service, and they will need information on 
relative costs of owning and operating various types of equipment if they are 


to obtain the type best suited to their needs. 
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Insurance 




















Problems in obtaining adequate insurance at reasonable costs are indi- 
cated by the fact that the annual rates per $100 valuation ranged from 14 cents 
to $2.84 on buildings and from 8.3 cents to $1.80 on contents. Though some of 
this spread is undoubtedly due to variations in risk, part is evidently due to 
the operators' lack of knowledge of or active interest in this relatively in- 
portant item of costs; most of the warehouse operators interviewed were unable 
to report their insurance rates, though they agreed that their premiums were 
quite high. In all cases where the operators reported rates, they first had 
to locate their insurance policies. 


Warehouse operators need to make sure that their insurance representatives | 
know the resistance of wool to damage by fire and water so that premiums may | 
be in line with the risks involved. A better understanding of the nature and 
extent of the risks involved would supply a basis for determining the conditions; 
under which the different types of protection are needed and the premiums that | 
are in line with the risks involved. | 


Merchandising 


One of the primary functions of the warehouse operator is to properly 
prepare and merchandise the wool he handles and, in the case of consignment 
operators, to advise the growers on the quality and value of their clips. Few 
producers have any exact knowledge of the quality characteristics of their 
product, and consequently they must often rely upon the warehouse operator, 
banker, or other local source for information when selling wool. The warehouse 
operators, as a rule, are better informed on qualities and prices of wool than 
others in the community. Wool growers, like other producers, should strive to 
sell their product on an objective or quality basis, not by guess. Here also 
the warehouse operator could play an important role. 


To merchandise his clip properly, the grower or his agents must know its 
quality and yield, and the price his particular type or quality of wool actually, 
warrants, on a clean basis. A reasonably accurate determination of the quality 
and yield of the wool is basic to an effective use of price information. The ~ 
quality may be determined by grading a representative sample or by grading the © 
entire lot. The yield of the clip can be established by core testing or by 
actual scouring of the entire lot. Core testing is the less expensive of the 
two methods and should normally receive preference on a uniform, high-quality 
clip. On the other hand, it may be to the growers' advantage to scour poor- 
quality lots. Here again the consignment warehouse operator should advise 
growers on which method to use. Once the grower knows exactly what he has to 
sell, he is in a much stronger bargaining position regardless of where the 
wool is or to whom he may sell it. Should he sell "direct" to processors or 
to a dealer-type warehouse, the grower may feel that merchandising is of little 
concern. However, the grower must still know what he has to sell if the actual 
worth is to be received. 
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Another problem of merchandising is the handling of small clips. Pooling 
of smaller clips of similar quality into lots weighing not less than 10,000 
pounds may offer several advantages. This method is practiced in many of the 
dealer-type warehouses. In consignment warehouses, if the qualities and yields 
of individual clips are known, each producer would receive his proportionate 
value of the pooled lot. If all producers of relatively small clips in an 
area were to organize, as suggested previously, and send their wool to one 
warehouse, their clips could be sold to better advantage. 


The steps toward improved merchandising, described here, would unavoidably 
increase the operating expenses of warehouses. The dealer derives the benefits 
from objective measurements and from grading, core testing, and other services 
involved in improved merchandising. However, the consignment operator must 
cover the additional expenses by correspondingly increasing his charges, and 
a@ grower education program may be needed to show that these services normally 
more than pay for themselves. 


In an improved marketing system, merchandising is based on dependable 
measurements of quality. These measurements of wool are important not only 
in selling the wool but also in educational programs. The influence on a 
grower of actually seeing the difference between the quality characteristics 
of his clip and those of his neighbors may be an important incentive to quality 
improvement. 


Classification and Market Information Service 


Information on the qualities, prices, and market outlets for wool is in- 
complete and much of it is out of date when it is made available to warehouse 
operators and to producers. Consequently, much wool in central and eastern 
States is sold without adequate information on either its quality or value. 
This situation emphasizes the need for an improved classification and market 
information service that would supply needed information on the yield, fine- 
ness, length, and other quality elements of wool; on the supply and demand 
situation in domestic and world markets; on prices in local and central markets, 
including prices on a clean basis; and on market outlets. 


The development and use of an adequate classification and market infor- 
mation service for selling and buying wool on description would be an important 
improvement. Maximum benefits from such services would require: (1) Provision 
for obtaining representative samples of wool and for correctly identifying them 
with the lots of wool from which they were drawn; (2) uniform standards upon 
the basis of which all important quality elements of the wool can be tested or 
checked and described for commercial purposes with reasonable accuracy; (3) the 
services of competent and reliable technicians, facilities conducive to accurate 
classifications or evaluations, and means for adequate supervision of the clas- 
sifications by a competent and reliable agency; (4) facilities for assembling 
the samples, recording the classifications or evaluations on convenient forms, 
and making the information available to producers and buyers in time for them 
to use it in selling and buying the products; and (5) confidence on the part 
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of producers and buyers in the adequacy of the classification service, and 
willingness to sell and buy wool on the basis of this information. 










In attempting to ascertain the feasibility of supplying such services, 
the Department of Agriculture, in cooperation with State agricultural experi- 
ment stations, has initiated research designed to show variations in actual 
prices of wool paid to producers on the basis of such factors as yield, fine- 
ness, staple length, and other quality elements, and to indicate the benefits 
that may be derived from classification and market information services to 
wool producers. 


The initial phase of this research was based on data for selected areas 
in southwestern Texas. Samples of the larger lots of wool at warehouses were 
taken and sent to wool laboratories at Denver, Colo., and College Station, Tex., 
where these samples were analyzed to show the yield, fineness, length, and 
other characteristics of the wool. The results were made available to ware- 
house operators and to producers for their use in selling the wool. Arrange- 
ments were made with wool producers and warehouse operators to supply data on 
date of sale, terms and conditions of sale, and prices received by producers 
for each lot of wool sampled. These data on prices and on laboratory measure- 
ments are to be analyzed to show variations in prices on the basis of the . 
quality of the wool. This information, along with the costs involved, will | 
be used as a basis for indicating the feasibility of supplying such information 
to wool producers. 
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